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THURSDAY, SEPTEMBER 13, 1951 


Unrrep States SENATE, 
Senate CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON SEecurRITIES, INSURANCE AND BANKING, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 2:30 p. m., in Room 
F-39, the Capitol, Senator J. Allen Frear, Jr. (chairman of the sub- 
committee) presiding. 

Present : Senators Frear, Schoeppel, and Dirksen. 

Also present : Senators Fulbright and Bricker. 

Senator Frear. The subcommittee will come to order. 

This meeting is called for the appearance of witnesses on the nom- 
inations of Mr. Henry Earl Cook of Ohio and Mr. Maple Talbot 
Har! of Colorado to be members of the Board of Directors of the Fed- 
eral Deposit Insurance Corporation. 

At the outset, I would like to say that the chairman of the full com- 
mittee, Senator Maybank, is unable to be here because of a conflict in 
meeting time with another committee. I am happy, however, to have 
two highly distinguished members, highly honored members of this 
subcommittee, Senator Schoeppel and Senator Dirksen. 

Mr. Cook, would you like to come forward, please, sir, and have a 
seat at this table? 

Mr. Henry Earl Cook, of Ohio, nominated to be a member of the 
Board of Directors for the Federal Deposit Insurance Corporation for 
a term of 6 years, from September 6, 1951; a reappointment. 

Mr. Cook, would you please state to the reporter any additional in- 
formation you may have, and if you would like to have your biograph- 
ical sketch submitted for the record, we will be most happy to ask 
the committee if they would like to have it included. 


STATEMENT OF HENRY EARL COOK 


Mr. Coox. It would be entirely agreeable with me, Senator, to sub- 
mit my biographical sketch for the record. 

Senator Frear. Without objection, it will be included. 

(The biographical sketch referred to follows :) 


H. Earl Cook was born on a farm near Bucyrus, Ohio. He attended country 
school, the Bucyrus High School, from which he graduated, and during vaca- 
tions worked on a farm and in the town drug store. He taught school for a year. 

He entered banking when 20 years old, by taking employment with the Second 
National Bank of his home town, beginning as a messenger and bookkeeper. 
After 3 years he became a teller, and 2 years later was made assistant cashier. 
In seven more years he was made cashier and a member of the board of 
directors of the bank. On December 1, 1929, he was elected president. 
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It was from the presidency of the Second National Bank that Mr. Cook 
stepped into the position of superintendent of banks of the State of Ohio in 
1943. While holding increasingly important positions in the bank, Mr. Cook was 
studying to prepare himself for something better. He took courses in law and 
investments and other extension courses at Ohio State University. 

During his banking days he was active in the life- and fire-insurance business. 
Meanwhile, he did not neglect his community interests, for he served as super- 
intendent of the Sunday School of the First Evangelical Church of his home city 
and was a member of the official board of the Church. He is a member of 
Bucyrus Rotary Club and a past president, and was active in the YMCA, with 
special interest in boys’ work. He was a member of the Bucyrus Board of 
Education for 12 years and its president for 7, as well as president of the 
Bucyrus Chamber of Commerce for 2 years. 

In his banking activities,,Mr. Cook was chairman of the Crawford County 
sankers Association; served as secretary-treasurer, vice chairman, and chair- 
man of group 6 of the Ohio Bankers Association, and was president of the asso- 
ciation from 1988 to 1939. 

In 1935 he was appointed to the executive committee of the national bank 
division of the American Bankers Association, and became president of the 
division in 19388. He also served on the executive council, bank management 
commission, administration committee, and legislative committee of the Amer- 
ican Bankers Association. 

When Mr. Cook was appointed by the President of the United States as the 
Republican Director of the Federal Deposit Insurance Corporation in the spring 
of 1947, he was second vice president of the National Association of Supervisors 
of States Banks. His fraternal connections include that of BPOE and thirty- 
third degree Mason. 

Senator. Frear. We are looking forward to any remarks you would 
like to make at this time. U nfortunately, I wasn’t in this part of the 
United States when you were first confirmed, so you could certainly 
enlighten me on a few things, and perhaps my colleagues, too. 

Mr. Coox. Well, I think for your information, Senator, and that of 
your colleagues, I have been a director of the FDIC since the 10th of 

April 1947. Prior to that time, I was superintendent of banks in the 
State of Ohio, having been appointed by a colleague of yours on this 
committee, Senator Bricker, then Governor of Ohio. I served under 
him and two succeeding governors until I came to Washington in 
this position. 

Prior to that, before becoming superintendent of banks, I had been 
in the operating side of banks for over 30 years, president of a bank 
in Bueyrus, Ohio. for some 14 years. So far as my connection with 
the FDIC is concerned, let me tell you that it has been a most pleasant 
tenure of service, and with our fine chairman, Mr. Maple Harl, we 
have endeavored to conduct the affairs of the Corporation to the 
benefit of the banking industry as a whole, doing all we could to main- 
tain the confidence of the people of the Nation in the banking system. 

We believe that that end has been accomplished. 

So far as personal accomplishments are concerned, I prefer to an- 
swer questions rather than to say anything further. If there is any- 
thing in my background you want to ‘know, it is here on the table. 

Senator Frear. I think your biographical sketch, as far as I am 
concerned, is very adequate, sir. 

Senator Schoeppel ? 

Senator Scnorrre.. Mr. Cook, for the last several years, while you 
have been so active in the capacity in which you served, have banks 
suffered any losses because of defalcations and breach of fidelity ? 

Mr. Cook. Quite often, Senator. That is one of the parts of 
operations on which we place particular emphasis, in an endeavor to 
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so have operations conducted in the banks as to avoid these continual 
defalcations, which are causing the banks to suffer losses. If my 
memory serves me correctly, out of the last 12 cases in which we have 
had to take over banks, 10 of them have been due to defalcations, 
where the losses exceeded the amount of suret y bonds. That is the 
reason we place so much emphasis upon banks carrying an adequate 
amount of fidelity coverage. 

Senator ScnorrreL. I am glad you covered that, because that is 
one of the things I wanted to bring out; that relationship. 

Mr. Coox. We do urge banks to carry adequate fidelity insurance 
and while the American Bankers’ Association have developed a splen- 
did formula as to the amount of fidelity coverage the banks should 
carry, we feel that it is the minimum they should carry, because as 
these losses continue and in increasing amounts, they jeopardize 
the safety of the banks, and of course jeopardize the stockholders 
whose investment, in many instances, is a complete loss. We have two 
vases on hand at this particular time where we have had to step in 
and take over banks because of defalcations. 

Senator ScHorrret. What type of banks have those been? Have 
they been the National banks or the State banks / 

Mr. Coox. It so happens these were both national banks, although 
it is not confined to national banks; it will occur in all types of banks. 
We receive reports almost every day of defalcations in banks. For 
the most part, they are not enough to affect the solvency of the bank, 
and, for the most part, they are ‘covered by fidelity insurance. That 
is the reason we emphasize the carrying of adequate fidelity insur- 
ance—to protect the bank so that it will not be ruined by theft. 

Senator ScHorrret. Naturally, you are very much interested in 
how these matters are permitted to progress, or develop. How is that 
determined, generally, in your judgment? By pretty tough examina- 
tion ? 

Mr. Coox. In the course of our examinations we uncover many 
defaleations and discover things which haven't come to the notice 
of the management. The methods we employ in examination of 
banks have the objective of protecting a bank and protecting men and 
women against themselves. We have some charts here, Senator, 
which we would be glad to give to you, and it is surprising the increas- 
ing number of defaleations which we are uncovering. 

Senator Scuorrven. Are they on the increase now / 

Mr. Cook. They are, Senator. I might say for your informa- 
tion that they will eis oo —— two reports a day of defal- 

cations within banks. As I say, by and large, in most cases the loss 
is not enough to affect the aicicce of the bank being covered by 
fidelity coverage. Nevertheless, these cases do arise, where the losses 
are so large that the banks are taken over. These charts, as you will 
notice, in 1946, we had reported to us 270 defalcations. By 1950, 
that had more than doubled and it jumped to 555. We don’t have the 
figures, of course, for 1951, we don’t know exactly what they will be, 
but if they keep on at the rate they have been we very much fear it 
will go way over the - of the 555 cases or reports of defalcations. 

Senator Scnorrrer. Now, I would like to question you on another 
matter. 
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We hear quite a bit about the capital in banks. Do the State super- 
visors make recommendations as to the amount of capital that is 
required ¢ 

Mr. Coox. They do, Senator, and in most States there are statu- 
tory requirements for the minimum amount of capital. Of course, 
many of these statutes were passed many years ago, before the supply 
of money was as large as it 1s now, so that the State supervisors, and 
we take the same attitude and cooperate with them, endeavor to get 
the capital in the banks which will support the projected volume of 
deposits and the business which they expect to acquire over a reason- 
able period of time, say, 3 years. 

Senator Scnorrren. Mr. Cook, I want to ask you one other question. 

Of course, in this country we have a dual system of banking; that 
is, the national-chartered banks and the State-chartered. I am curi- 
ous to know from your investigations and your experience which has 
shown the greatest growth, or has been the most rapid in the last 
2 or 3 or 4 or 5 years? 

Mr. Cook. I have some figures which I think will be enlightening 
on that. I might say in a general statement there has been a far 
greater increase in the number of insured State-chartered banks than 
there have been national banks. You will notice from this table 
which shows the net admissions to and withdrawals from insured 
status that in the year 1946 the number of all insured—for the period 
of 1946 through August 31, 1951—all insured banks increased in the 
number of 159. The members of the national banking system have 
decreased, however, in that period, by 103, and the number of Fed- 
eral Reserve State bank members decreased by 22, while the number 
of nonmember State banks have increased by 284. That is total for 
the 5-year period, and you have before you the figures for each year. 

(The table referred to follows :) 


Change in number of insured banks, by class, showing net admissions to and 
withdrawals from insured status, Jan. 1, 1946—Aug. 31, 1951 
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Senator Scnorrret. What is your relationship with these State 
banks on your examinations, just briefly? That is pretty much of 
a cooperative proposition ; is it not? 

Mr. Coox. Very much so. We endeavor to work with the State 
authorities. Many States—I know it is in our own particular State, 
Senator Bricker, you will recall that well—that the State Depart- 
ment examined, jointly and each year, with the examiners from 
the Federal Deposit Insurance Corporation. They made a joint 
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report in our particular State, and they do in a number of other 
States. We cooperate with the States in our examination procedures. 
We feel that it is to the benefit of ourselves to have their views and 
almost without exception they feel it is to their benefit to have the 
views of our examiners in the appraisal of these banks. 

Senator ScuoerreL. Do you find in handling it that way, Mr. Cook, 
that it allows or permits the greatest degree of safety to be built into 
this over-all banking structure here? 

In other words, do you feel that there is anything unusual about 
the way you are handling it, or should be changed in your judgment ‘ 

Mr. Coox. No; I don’t think it should be changed, Senator, because 
the higher degree of cooperation and liaison that we have with the 
State banking ¢ departments we can carry out most efficiently the respon- 
sibility we are charged with, and that is the protection of the de- 
positors in the banks. 

Senator ScnorprreL. Of course, I am sure, Mr. Cook, you realize 
the State banks under various State laws, are, let us say, not only 
jealous of their prerogatives, but where there is a close working rela- 
tionship, I am sure it makes for greater safety factor. 

Mr. Coox. I might say, too, Senator, if you will permit, that in 
those cases where we do not examine jointly, we exchange examina- 
tion reports so that they know the results of our examination for 
the benefit of their administration, and then we can know for the 
protection of the depositors what they find as to the condition of these 
banks. 

I might say we endeavor to operate this Corporation, Senator, on 
the basis of confidence, and mutual exchange of views. We endeavor 
to cooperate just as closely as we can with State bank supervisors, be- 
cause we all have the same objective, and that is to make this bank- 
ing system as safe and sound and workable as we can, never losing 
sight of the fact that banking has a responsibility to the public. 

If the banks accept the public’ s money in the way of deposits, they 
are definitely in duty bound to take care of the credit requirements of 
those communities, so far as they can properly do so. That is a 
part of this fine American dual sy stem of banking which we feel has 
produced the greatest economic system that the world has ever known. 
The banks are responsive to the community needs quickly. They 
are managed by local people, and they can care for those things, be- 
‘ause they know the ground. 

We definitely would not subscribe to a system where banking was 
nationalized, and where the control was taken aw ay from the local 
communities, where the funds arise. 

Senator Scuorrret. Mr. Cook, you probably know very well the 
former bank commissioner of our State, Mr. Welch. 

Mr. Cook. Very well, sir. 

Senator Scnorrret. When I was Governor of my State, it was my 
sleasure to reappoint him and he only recently resigned because of 
ill health but I will say for the record, and state to you quite frankly, 
T am very much interested in the banking situation in my State, and 
It was while I was Governor, and the relations between your depart- 
ment and our State banks have been, as expressed a number of times 
to me by Mr. Welch, very satisfactory over in our section of the coun- 
try, and I just want you to know that. 

89014—51——2 
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Mr. Cook. May I just add a word to that, Senator, and that is this: 
it was with keen regret that we learned Mr. Welch’s health was so 
impaired that he was obliged to retire. He was one of the vice pres- 
ident’s of the National Association of State Bank Supervisors at 
the time of his retirement, and within a year or two he would have 
been president of that fine organization. He worked closely with us, 
he was a man of fine judgment, broad perspective, and one of the 
finest men we ever had the privilege to Work with. I want to pay 
that tribute to Mr. Welch for the record. 

Senator Scnorrrent. I thank you. 

Senator Frear. I see we lose a member of our subcommittee, but 
gain an equally valuable visitor, a member of the full committee, Sen- 
ator Bricker. Thank you for coming in. We are glad to have you. 

Senator Bricker. Thank you, Mr. Chairman. Would you permit 
me to ask one question ? 

Senator Frear. I was just about to say, Senator, that I think it 
is always customary, at least it is when I have anything to do with 
it, to permit any Senator of the committee, though he is not a mem- 
ber of the subcommittee, to ask questions or make statements. 

Senator Bricker. My question has nothing to do with the qualifica- 
tion of the witnesses, but I do wonder what the explanation is for the 
large increase in the number of nonmember banks, and the decrease 
in the number of member banks of the Federal Reserve System, both 
State and National. 

Mr. Coox. You will realize, Senator, that this is one country where 
you can still choose the road 

Senator Bricker. My question is, Why did they choose that road? 

Mr. Coox. I think possibly in many States it is the feeling that they 
are closer to their own State capitals or their own State banking su- 
pervisory authorities than they are to those in Washington. While 
my own experience, as you know, was for the most part w ith a national 
bank, I never had any difficulty at all in getting along with the Comp- 
troller’s office. In some States the ¢ apital requirements for a State 
bank are not as high as the national bank schedule of capitalization. 
That is one of the reasons. 

Senator Bricker. Yet our largest bank is the Ohio State bank. 

Mr. Coox. That is right. The Cleveland Trust Co. 

Senator Bricker. It was a matter of curiosity as to what the at- 
titude is, from the bankers’ point of view, as to why so many have 
been going into State banking and why Federal Reserve has been 
losing - both in the Federal banks and in the State system. 

Mr. Coox. I think the reason for it is, that in some States the 
sapital requirements are less. Of course, I might say by way of com- 
ment, Senator, that almost without exception the new banks which 
are organized become members of the FDIC because they feel that 
the insurance of deposits is one of the great factors to create and 
maintain the confidence of their clientele in the banks. 

Senator Bricker. How many of the 284 listed in this chart are 
members of the FDIC? 

Mr. Cook. They all are, Senator. These are all insured banks. 

Senator Bricker. This does not—those figures do not affect FDIC 
in any way, shape, or form? 

Mr. Coox. No; only it increases the membership. It increases our 
liability to a greater number of people, and that is the purpose of the 
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creation of this corporation. We insure at present approximately 104 
million accounts in thé banks which are insured. 

Senator Frear. Out of a total of how many ? 

Senator Bricxer. Thank you, Mr. Chairman. That is all. 

Mr. Cook. That would be a difficult thing to say, because every ac- 
count is insured in an insured bank, statutorily, presently, up to 
$10,000. We are in the eighth year in which there hasn’t been a 
receivership of an insured bank. Under our present method of opera- 
tion, we take an unsound bank, one that is in difficulty, and put the de- 
posit liability into a sound and going bank, together with the accept- 
able assets. We underwrite the loss. This means in those cases 100- 
percent insurance instead of the $10,000 statutory limitation. 

Senator Frear. This is probably a very elementary question, but do 
you inherently believe in the dual banking system ? 

Mr. Coox. Definitely so, Senator. 

Senator Frear. On this chart that you just gave us, does that in- 
clude mutual savings bank in this 284, sir? 

Mr. Cook. Yes, it does. It includes mutual savings bank. 

Senator Frear. You just brought up an interesting question in your 
last statement. Before I ask a couple of questions on other subjects, 
in your annual report of December 31, 1950, on page 281, table 122, 
I believe that either you or Mr. Harl could explain this t: able, or give 
us an idea as to what this table actually represents better than if I 
attempted to ask questions. 

Mr. Cook. Table 122? 

Senator Frear. Yes. 

Mr. Coox.’ That has reference to the four banks which were ab- 
sorbed with the financial help of the corporation during 1950. There 
are peculiar situations in each one of those cases and if you want the 
information of how this thing happened we will tell you this—— 

Senator Frear. This is an open hearing. We are not asking you 
to give any confidential information at all, but, if it is within your 
prerogative to enlighten at least myself on this, I would be very 
appreciative. 

Mr. Coox. What we will give you, Senator, is already a matter of 
public record in the public press, and this Westphalia, Mich., case, 
was a case where a man thought that he could do good to everybody in 
the community and permit them to overdraw their accounts. There 
were deposits withheld; the books balanced, but, nevertheless, they 
were short. ‘That is what happened in that case and I might say that 
the people of the community were very much incensed that their 
reputable citizen would be taken into custody on a charge like this until 
they learned how short their accounts were. 

Of course, that made a difference in the attitude. 

Senator Frear. That does bring a question to my mind, over what 
length of time, in this bank particular y, did that happen or how long 
did it take to get to the point where it was discovered ¢ 

Mr. Coox. As I recall the Westphalia case, it was some 8 years. 

Senator Frear. During that time the State bank examiners were 
examining this bank; is that not true? 

Mr. Coox. That is correct. 

Senator Frear. So that this also evaded their examinations, as well 
as those of your examining staff? 











Ss NOMINATIONS OF H. EARL COOK AND MAPLE T. HARL 


Mr. Coox. If I may make this observation, Senator, when a man 
is determined to go crooked, and where there are no records to show 
because he abstracts sufficient ledger sheets on the liability side to 
offset the amount they steal, I would say that it would take one of the 
best CPA’s in the world to find that. The examiner would have to 
have a sixth sense to discover those things, because he must work 
from the records available. 

Senator Fear. I assume, of course, the State bank and the ex- 
aminers didn’t know at any time previous to your knowledge of it? 

Mr. Coox. No. The State bank examiners would report it imme- 
diately, as we would because they work in close cooperation with these 
matters. We must remember this: An examination of a bank is not an 
audit. 

Senator Frear. It is what? 

Mr. Coox. It is not an audit. A bank examination is not an audit 
as you know from your past experience with banks. 

Senator Frear. Which was very limited. 

Mr. Coox. It is an asset examination, primarily, although the lia- 
bilities are proven just as far as they can be. Any violations or in- 
fractions of the law and bad banking practices also come under the 
purview of a regular examination. The story is very much the same 
in the other three cases; I have taken the first one. 

I would be glad to explain the other three in detail if you would 
like to know about them. 

Senator Frear. Were there similar situations in the other three? 

Mr. Coox. Yes. I would be glad to supply the information in 
executive session. While it is a matter of onan record, I don’t care 
to mention at this time some of the factors which were involved in the 
Aurora case. 

Senator Frear. I personally don’t desire to proceed farther with 
that. I think your explanation at the moment is certainly adequate, 
unless Senator Schoeppel or Senator Bricker desires to ask some 
questions. 

Mr. Coox. I might make this statement. We endeavor to give 
close scrutiny to personal habits of management, and that is the reason 
that we place emphasis upon the liability of directors to observe the 
conduct of the people who manage these “ate In a number of these 
cases the personal habits and the personal affairs of the individuals 
were directly responsible for wrecking the bank. That is the reason 
we ask the directors of banks to pay close attention to the affairs of 
the bank. They are chargeable with neglect if they don’t observe 
those things. 

In some of these cases, they are definitely charged with their neglect 
in not discharging the people whose moral conduct they knew was not 
above reproach . 

Senator Frear. Your association by examination of the member 
banks also gives a course of education to the directors of those banks, 
in a somewhat limited form; do you not? 

Mr. Coox. We do when we can, and may I refer again to my good 
friend, Senator Bricker. He knew the type of operation we tried to 
conduct together while we were associated in State government in 
Ohio. We endeavored to have our examiners have the meetings with 
the boards of directors whenever it was possible, with this idea: If 
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there was criticism, the directors were entitled to know from an out- 
side unbiased source just what was at fault. Let me say this on behalf 
of the examiners, not only of this corporation but of the State exam- 
iners: They are unbiased; they are not prejudiced, but they go in 
with the desire to help management to conduct a clear, sound bank, 
serving the needs of the community. You will remember, Senator, 
we have discussed that on a number of occasions. 

Senator Bricker. We collected $750,000 on a bond on faithful per- 
formance from an Ohio bank. 

Mr. Coox. That is right, because we feel, when a man assumes an 
honor, and it is an honor to be a member of a board of directors of a 

ood, well-known, well-regarded bank—when he accepts that honor, 
1e accepts the responsibility of working with the management and 
seeing that the management of that bank conducts the bank according 
to the laws and according to good banking practices. I am speaking 
now personally if I may, Senator. Most of my life was spent in the 
operating side of a bank. I was president of a national bank out in 
Ohio for 14 years, and before that was in an executive office for a good 
many years. 

Senator Frear. But you still believe in dual banking? 

Mr. Coox. I believe in a dual banking system. 

Senator Frear. No reflection, Mr. Cook. 

Mr. Cook. We have very definite convictions on that. I requested 
the examiner—if he didn’t offer to call my board of directors together, 
I would ask him to do that. If he would say there is no occasion to 
call your board together, I would see that my key directors, every 
director that I could get ahold of in town, would stop around to the 
bank and visit with the examiner. I would make myself conspicu- 
ously absent when he was talking with the examiner, because I wanted 
him to know, to ask questions that he might not ask in my presence. 
I wanted him to have full information, because it is only fair to 
members of the board of directors to have that. 

Senator Frear. What is your present policy in the FDIC?—of 
these questions I may ask of you, if you prefer that they be withheld 
and asked of the chairman, I will be glad to do so—I am seeking in- 
formation as to policy in this question I am about to ask. 

Mr. Coox. I would be very glad to defer to the chairman on that 
question if he desires. 

Our policy on that, Senator, is this: We have asked our examiners, 
whenever they could—there are times perhaps it is not possible to 
have these meetings—but whenever they could to have the board of 
directors, or as many as can come, meet with the examiner and sit 
down for just a little while to discuss the affairs of the bank. 

In many cases, there is possibly nothing of any great moment, sub- 
ject to criticism. But those directors are entitled to know the opinion 
of the examiner concerning the operation of that bank. It gives them 
this incentive: If they are doing a good job, they are going to try to 
keep that up and pay still closer attention to the affairs of the bank. 

On the other haced: when they find things which are subject to 
criticism, the directors are entitled to know. Too often a bank gets 
a report of the examination and when that report comes to the bank 
rather cursory attention is paid to it. Hence the directors are not 
fully informed as to every item of criticism that is given in that 
report. 
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Senator Frear. He doesn’t have the opportunity to ask questions? 

Mr. Coox. Doesn’t have the opportunity to ask questions, which is 
very vital. Sometimes they won’t take time to come to the bank 
and take the report to a private room and study it, as they should 
do. 

Senator Frear. Do you ask to have your examiners meet with the 
board of directors upon completion of your examination ? 

Mr. Coox. Yes, sir. “ 

Senator Frrar. Now, if you find anything out of line, do you, before 
meeting with the board of directors, contact the State examining 
agencies / 

Mr. Coox. Of course, where it is examined jointly, the State examin- 
ers are with our examiners, and those things are known to both. If 
the examiners discuss this with the board of directors, that gives 
the directors the opportunity to know the facts. The State authori- 
tjes receive copies of our reports of examination, but in joint examina- 
tions the State authority is on the ground sooner, and is informed 
sooner of the criticism. The State authority from there on will take 
it up, and we confer jointly as to what the proper method would be 
to correct the bad practices within the bank. 

Senator Frear. This may never arise; but, in case it has arisen 
or should arise, let me have your comment. Suppose there would 
be a difference of opinion between the State examining authorities 
and the FDIC examining authorities as to the degree of this, well, 
out-of-line practice or the severity of the crime. Yon may think it 
was not too severe, and the State authorities may think it was very 
severe, or vice versa. If you do not examine jointly, but do contact 
the State examining authorities previous to contacting the board of 
directors, is that difference attempted to be worked out by your 
examiners ? 

Mr. Coox. They endeavor to work that out. Of course, if a situa- 
tion that serious would arise, our examiner would immediately report 
to his headquarters, to the supervising examiner. If it is sufficiently 
serious, it would come directly to the office here in Washington, but 
in any event the State authorities would be notified promptly. The 
State authorities are just as jealous of the good reputation of the 
banks under their supervision as the Comptroller of the Currency 
is of the banks under his supervision; so, we endeavor to work with 
the State authorities to the utmost degree, because it is for our mutual 
benefit. We have no desire in any way to take any glory away from 
the fine work which these State authorities are performing. 

Senator Frear. I have been informed that there is a vote on the 
floor; and, if I may ask all of you the indulgence of a few minutes’ 
recess, I would be delighted if you would concur in that. 

(Recess taken.) 

Senator Frear. We will reconvene the hearing. 

Did you have anything further when we had to recess, Mr. Cook ? 

Mr. Cook. I had nothing further. 

Senator Frear. That was on your mind at that time or has come 
to your mind since? 

Mr. Coox. There were so many things which would be germane, 
because we are continually thinking about the betterment of the bank- 
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ing industry. We feel very keenly that it is important to the economy 
of the country. What we strive continually to do is to make it 
stronger every day and discover any imperfections that arise. 

I think Chairman Harl, Senator, would add much because he does 
a much better job than I do. 

Senator Frear. I am not too sure of that, although I have great 
admiration for his ability at the table. I think thé members indi- 
vidually and collectively have alw ays given a good account of them- 
selves. I would have no hesitancy, “Mr. Cook, in proposing questions 
to you, knowing full well that your knowledge would be able to give 
the proper answer to the question. 

Mr. ( ook. Thank you, Senator. 

Senator Frear. 1 have no hesitation in praising the members of the 
FDIC, 

Mr. Cook. We appreciate that very highly, Senator. 

Senator Frear. Do you have any “further questions, Senator 
Schoeppel ? ? 

Mr, Scuorrrev. I don’t believe I have any further questions, Mr. 
Chairman. 

Senator Frear. For the benefit of the members of the subcommittee, 
Mr. Cook, and if you are not too busy on the other end of the avenue, 
we would like to have you stay if you can. 

Mr. Coox. I shall stay, Mr. Chairman. I have another appoint- 
ment which can be deferred for quite a little time, yet. 

Senator Frear. Several members of the subcommittee, as I said 
before, are retained because of other committee hearings, and could 
not be here. I am not quite sure if we can complete this today ; so, if 
you have anything that is urgent, I would advise you to go ahead, 
because I am sure there will be an opportunity later 

Mr. Cook. Just long enough to make a telephone call about 10 
minutes to 5. 

Senator Frear. All right, sir. 

Mr. Coox. May I express my appreciation to the Senators for the 
privilege of appearing before you and expressing our high regard 
for the dual banking system. We want to preserve that. 

Senator Frear. Of course, that makes the flag fly high on my staff 
when you say that, sir. 

Senator Scnorrre.. There is just one thing: Senator Dirksen was 
participating in debate on the floor; and, as Chairman Frear has sug- 
gested here, “if you could remain over and Senator Dirksen should 
desire to ask you any questions, that will afford him the opportunity. 

1 don’t know if he desires to, but if he does and you are here that will 
simplify things. 

Mr. Cook. I will be most glad to. 

Senator Frear. Thank you, Mr, Cook. 

The next nominee is the Chairman of the FDIC, Mr. Maple T. Har, 
of Colorado, nominated to be a member of the Board of Directors 
of the FDIC for a term of 6 years, from September 6, 1951. 

Mr. Harl, we have your biography here I believe, and if you have 
no objections, I would like to make that a part of the record. 
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(The biographical sketch referred to follows :) 


Business and banking executive, Denver; resident of Colorado for the past 
55 years. 

Bachelor of arts degree, William Jewell College, 1914, where he majored in 
economies. Took law at University of Chicago, from which institute, in April 
1917, he volunteered for the Army. Served first as enlisted man, later commis- 
sioned a second lieutenant, and was promoted through grades to major. Last 
assignment was attached to the General Staff, Third Army, American Expedi- 
tionary Forces. Served through the Argonne and St. Mihiel offensives with the 
First Army, returning to the United States late in 1919. 

Married Maybelle Mayfield, of Richmond Mo., July 12, 1920; one daughter, 
Suzanne, who holds a bachelor of arts degree from the University of Colorado, 
being a major in journalism. 

Has been almost continuously in the mortgage discount and banking field 
for the past 26 years, in Denver and other localities in Colorado. Organized his 
own mortgage company, which was later merged with the Denver Safe Deposit 
Co., of which he was president until 1939, at which time he was appointed State 
Bank Commissioner of Colorado. In that State a bank commissioner, subject 
to a civil-service examination, is a lifetime appointment, which he relinquished 
in order to assume the chairmanship of the Board of Directors, Federal Deposit 
Insurance Corporation, on January 5, 1946. 

Has long been active in civic, educational, and veterans affiairs ; is past national 
commander of the Disabled American Veterans; has served as director of the 
Denver Chamber of Commerce; Denver Chapter, American Red Cross; Denver 
Citadel, Salvation Army. 

Was at the time of his appointment to the Federal Deposit Insurance Cor- 
poration the first vice president of the National Association of State Bank 
Supervisors, and would automatically have been president of that organization 
the next year had he continued as a State bank commissioner. Upon his resigna- 
tion from this association was honored by being elecetd a lime member of same. 
Former treasurer, and for the last 15 years member of the Board of trustees, 
Colorado Woman’s College, Denver. 

Fraternities: Phi Gamma Delta, Phi Delta Phi (legal), Beta Gamma Sigma 
(business, honorary). 

Member of the American Legion, Veterans of Foreign Wars, Forty and Hight, 
Disabled American Veterans; thirty-second degree Mason; Slrriner; past presi- 
dent, Denver Kiwanis Club; past governor, Rocky Mountain district, Kiwanis 
International; and former chairman of two of international’s prominent com- 
mittees. 

Clubs: Kiwanis of Denver, Democratic of Denver, Metropolitan, Washington, 
D. C. 

Address: Residence 4000 Cathedral Avanue NW., Washington, D. ©. Office: 
National Press Building, Washington, D. C. 


STATEMENT OF MAPLE T. HARL 


Mr. Hari. We want to thank the chairman and the gentlemen of 
the committee for an opportunity to appear before you because we 
know that with the tax bill, the appropriation bill, and all of those 
matters, just how tremendously busy you are. We are very proud 
naturally to be associated with the FDIC, because of the opportunity 
to protect 104,000,000 depositors. We are happy that Congress con- 
ceived this corporation, and their conception and their wisdom in 
so doing has been justified because we are in the eighth year in which 
there hasn’t been a bank receivership in this country. The results, 
as you all remember, were pretty serious a few years ago, as depicted 
by this chart. 

Therefore, we think the results shown on this chart justify every- 
thing Congress had in mind when it created the Corporation. 
Visualize what actually took place from 1876 down to 1950. It is 
graphically illustrated by this chart 33, the black line being the busi- 
ness failures, the red being the banking failures. 

(The chart referred to will be found facing this page.) 
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Therefore, as I said before, Congress has been vindicated. With the 
cooperation of everyone—banks, bankers, the comptroller, the Na- 
tional Association of State Bank Supervisors, and so forth—we have 
been able to pay back to the Government $289,000,000 which was 
common capital advanced at the time the Corporation was formed 
back in 1933. 

In addition, we now have been able to pay the United States Treas- 
ury $80,000,000, which was interest on the capital, all of which had 
been invested in Government bonds. Last year, the Government per- 

89014—51——3 
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mitted us to credit the banks with 60 percent of our net assessment: in- 
come. We gave them an assessment credit of close to $70,000,000 just 
last July. § we are proud of this record but this record couldn’t have 
been made if the Congress hadn’t made a thorough study of the 
legislation, which was passed last year. The chairman of the com- 
mittee was on the Banking Committee last year when that was 
passed so you are familiar with what took place. 

Senator Schoeppel, from out in Kansas, knows the tragedies that we 
had in the West because of bank failures. It was very severe. We 
think the FDIC, with the assistance of the State bank supervisors 
and the Comptroller of the Currency can ward that off, because we 
are in the eighth year without a receivership, so we believe that the 
Congress and the people at large can be very proud of this record. 

The present Board doesn’t claim, any credit for this. The credit 
goes to our two former Chairmen, and the former members of our 
Board, Mr. Walter Cummings, of Chicago, Mr. Crowley, of Wisconsin ; 
they both were Chairmen of this Board before me; Senator Golds- 
borough of Maryland was on the Board and did a marvelous job; 
Mr. Bennett was on the Board; also on that Board was J. F. T. 
O’Connor; all of the latter three are now dead. 

Those gentlemen built firmly, and they built well. They consulted 
the Congress frequently. Our staff, many of whom have been with us 
ever since the Corporation was created, worked hard. We have also 
had the benefit and advice and counsel of the members of the National 
Association of State Bank Supervisors. We hope to continle this fine 
record. 

Wesee no reason why we can’t. 

Senator Frear. I understand that you have paid back-all Govern- 
ment capital. 

Mr. Haru. Yes, sir. 

Senator Frear. You have paid interest on that capital ? 

Mr. Hart. Yes,sir. 

Senator Frear. You have given them a percentage of your earnings 
above the capital. 

Mr. Haru. Back tothe banks. 

Senator Frrar. Above the interest on that capital. 

Mr. Haru. Yes, sir. 

Senator Frear. Of course, that went back to the banks, 

Mr. Haru. It wasa reciprocal arrangement. 

Senator Frear. But the Government in the instance of the FDIC 
Corporation has not cost taxpayers any money ¢ 

Mr. Haru. Not a dime, and the maintenance and losses and reserves 
have all been created out of the assessments from the banks. There is 
no Government money there of any kind and no appropriated money 
for maintenance. 

Senator Frear. I don’t want to interfere with your line of thought 
at all, Mr. Harl, but am I correct that at the present time your term as 
a director, as well as that of Mr. Cook, expired September 6, and there 
is at the present moment only one director of FDIC, Mr. Delano? 

Mr. Harv. That is right. The Comptroller is ex officio member of 
the Board. My term and Mr. Cook’s term expired on the fifth. 
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Mr. Scuorrrer. Mr. Chairman, do I understand that they find 
themselves in the position right now that they couldn’t constitute a 
quorum ¢ 

Mr. Hart. That is correct. 

Senator Frear. I am sorry to interrupt you, Mr. Har. 

Mr. Hart. I haven’t a great deal to add to that, except, that only 
13 percent of all the deposits are in banks which are examined by 
FDIC. The other 87 percent are in insured banks but they are mem- 
bers of the national system, or the Federal Reserve System. Last 
year the Congress felt as if the insurer should have a right to look at 
his risk when, as, and if necessary. 

We have never used that authority, which they gave us last year— 
to examine if necessary, any Federal Reserve Member bank, and/or 
national bank. 

It has not been necessary to do that, and we have had very fine 
cooperation from all concerned. 

Senator Frear. I assume it is a fact that you are given access to the 
examinations of the member banks? 

Mr. Hart. That is right. We and the State supervisors exchange 
reports. In the national banks they send us the reports and we re- 
view them. The Federal Reserve members do the same thing. We 
review those reports. I have nothing to add to Mr. Cook’s statements 
at all. 

Senator Frear. You do not examine any member banks with your 
examining staff / 

Mr. Hart, No, sir. 

Senator Frear. But should you find from examination of their ex- 
amination, that you thought it was necessary to protect the interest of 
the depositors, you would have authority to go in and make a separate 
examination by your examiners? 

Mr. Hart. That is correct. 

Senator Frear. Unfortunately, we are having the hearings in the 
afternoon when apparently votes are going to be frequent on the 
floor, and it is necessary to call another recess of this subcommittee. 

(Recess taken.) 

Senator Frear. Sorry for the interruption, Mr. Harl. 

You may proceed. 

Mr. Hart. I don’t believe I can amplify or add very much to Mr. 
Cook’s testimony. He has been associated with the Corporation al- 
most as long as I have. He came in 1947. I joined the Corporation 
in 1946, 

Senator Frear. I personally am very much interested in this chart 
No. 34. Since you are not an attorney by profession I think I could 
ask you to briefly state the difference between these bank suspensions 
and banks placed in receivership; in other words, the difference be- 
tween the top and the bottom. 

(The chart referred to follows.) 
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BANK SUSPENSIONS 1917 to 1933 


TOTAL 15,145 





Mr. Hart. In the case of bank suspensions those were banks which 
actually went out of business. They had to suspend because of eco- 
nomic conditions, faulty management, or defalcations. Some of those 
banks were bankruptcies; it varies in various States and under the 
national law. Under the national law, at that time, the Comptroller 
of the Currency was in charge of the national bank receiverships. 
The national banks were liquidated by receivers appointed by the 
Comptroller of the Currency and they operated under the jurisdiction 
of the Federal court. In some States, the bank commissioner was ex- 
officio receiver of the banks. In my own State of Colorado, by law, 
any bank, in involuntary liquidation is liquidated by the State bank 
commissioner, under the supervision of the circuit court. 

Now, as compared with the lower chart, there were 341 banks—— 

Senator Frear. May I ask you a question on the top one before 
you get to the bottom one? Were any~”of these included in con- 
solidation ? 

Mr. Harv. Some of them were. 

Senator Frear. Of this 15,145? 

Mr. Haru. These banks were all those closed because of financial 
difficulties, including banks that went into receivership. As you know, 
after the 1933 episode—after the holidays—the State or the National 
authorities in many cases, permitted some marginal banks to reopen, 
so in the first 10 years after the FDIC came into being, 1934 to 1944, 
the FDIC had to handle part of these 341 banks. 

Some of these were receiverships in which we only paid up $5,000. 
Then they devised this later technique in which the Corporation 
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Cuart No. 34 


BANKS PLACED IN RECEIVERSHIP 1934 to 1950 


TOTAL 341 





Banks Insured by FDIC + NO RECEIVERSHIPS since MAY 1944 


Division of Research and Statistics FEDERAL DEPOSIT INSURANCE CORPORATION 


avoids receivership by buying the assets and transferring the deposit 
liabilities to another insured bank, and then liquidating the assets. 
We have been able to eliminate receiverships that way and also get 
away from the economic shock to a community which follows a 
receivership. When you have a receivership, the depositors’ funds 
are tied up, and business credit facilities are disrupted. Under the 
purchase procedure all the business goes to some other insured bank. 

Senator Frear. Just who determined the reopening of the banks 
when the bank holiday occurred? It was in 1933; was it not? 

Mr. Haru. Yes, sir. 

Senator Frear. Who said a bank could open ? 

Mr. Hart. That was determined in those days primarily by the 
bank commissioner working with Federal officials. In the legislation 
to create the FDIC, the first bill was introduced in 1886 so the FDIC 
idea is now 65 years old, but the first law came into effect in June, 
1933. All members of the Federal Reserve System were required to 
be insured, and applicant State nonmember banks that were in a 
solvent condition, and examined and approved by the FDIC, 
were eligible for federal deposit insurance. After they made this 
examination and found these banks to be in good shape, they were 
insured. 
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If a nonmember State bank didn’t want to be insured, it didn’t have 
to be. They could open without that, don’t you see. They didn’t 
have to. Insurance is not mandatory on a State nonmember bank. 

Senator Frear. That is true. If a State bank did not want to 
be insured but wanted to be reopened who gave it the authority ? 

Mr. Hart. The State bank commissioner. 

Senator Frear. Now, on this bottom chart, banks placed in receiver- 
ship; just what does that mean? . 

Mr. Hart. That means that after 1934, from 1934 to 1944, they 
followed practically the same policies that had been followed prior 
to 1944; if a State bank got in trouble, and the directors decided to 
liquidate involuntarily, as distinguished from a voluntary liqui- 
dation, the bank commissioner put the sign on the door and the bank 
was closed. Then they liquidated it under the court in the State 
where the receivership was. 

Senator Frear. Is that a State bank? 

Mr. Haru. If it was a national bank the Federal Reserve Act, 
12 (b) which created this corporation originally, gave that liquida- 
tion authority to us, the FDIC. The Comptroller would just call us 
and say that a national bank in “B” town had been found to be in- 
solvent, and the corporation was appointed receiver. Therefore, it 
would come in receivership under the Federal Court, and we would 
proceed to liquidate it. 

Senator Frear. You paid each depositor $5,000 since 1934 and until 
the law was increased from $5,000 to $10,000 . 

. Mr. Hari. That was the limit of our liability to each depositor, 
5,000. 

Senator Frear. But in liquidating the bank the depositor, if he 
had $5,000 on deposit, or more, got $5,000. 

Mr. Hart. Yes, sir. If he had an extra $5,000, or $10,000 in those 
daye, he would file a claim and he would share on an equitable basis, 
up to whatever the claim was. If the bank liquidated 80 percent he 
would get 80 percent of his deposit claim in excess of $5,000. Under 
the new procedure, he is insured up to $10,000 and gets that in toto. 
By taking these banks and putting them together, we take over 
the assets and liquidate them. The assuming bank is paid in cash, 
dollar for every dollar’s worth of deposit liability it takes. 

Senator Frear. That brings up a question; you are only insured 
for $10,000. 

Mr. Hart. That is right. 

Senator Frear. Suppose a depositor has $15,000 in that institution. 

Mr. Harv. Well, if there are two banks in a town, A and B bank, 
and B bank becomes insolvent, and should be closed, and say they 
had 10,000 accounts, and a million dollars in deposits, we would go 
to A bank and say, “We will turn over to you the deposit liability and 
the depositors of B bank and give you a dollar of assets for every dol- 
lar of the deposit liability,” and we purchase the unsound assets of the 
insolvent bank and liquidate them. The insolvent bank applies for 
voluntary liquidation, and under the corporate statutes of the State, 
or the national statutes, it proceeds to voluntarily liquidate. 

Senator Frear. Even though a depositor may have more than 
$10,000 in? 
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Mr. Haru. That is right. We have found that is the most econom- 
ical way to do it. 

Senator Frear. What authority do you have to do that? 

Mr. Haru. The Federal deposit insurance law; both the old law 
and the new act. 

Senator Frear. Then the limitation of $10,000 doesn’t mean too 
much, does it? 

Mr. Hart. The limitation is a protective clause in this way. That 
is the maximum by law of our responsibility to each depositor. In 
others words, if we got into a tremendous panic, we could limit our lia- 
bility to that $10,000 for each depositor. 

Senator Frear. But then you are saying that although $10,000 
is the legal limit of liability, you can pay more than $10,000? 

Mr. Hart. We don’t. The assuming bank takes over the deposit. 
We do that 

Senator Frear. Who pays this in an instance of involuntary re- 
ceivership, the FDIC or the bank to which you give their assets? 

Mr. Hart. In this way, Senator, we eliminate a receivership en- 
tirely. The A bank takes over B bank’s deposit liability. That lia- 
bility is a million dollars and a thousand depositors; they take it over 
but you understand between 98 and 99 percent of all accounts are in- 
sured in toto. 

Senator Frear. No, sir; I don’t. 

Mr. Haru. Well between 98 and 99 percent of all 

Senator Frear. Are less than $10,000. 

Mr. Hart. Are $10,000 or less. 

Senator Frear. I understand that; yes, sir. 

Mr. Hart. So in these banks, there are not too many accounts over 
$10,000. 

Senator Frear. Yes, sit; I can understand that, but I still—you 
know it just takes a little time for me to absorb some of these things, 
perhaps, but I just don’t understand how you can pay a depositor an 
amount in excess of the $10,000 of the deposit which is insured, even 
though it is only 1 or 2 percent in excess of the amount insured. 

Mr. Hart. What happens, the board of B bank meets and agrees 
to turn their deposit liability and their accounts to A bank. The 
directors of A bank agree to assume that depositor’s liability, and when 
that is done the two banks are, you might say, merged. 

However, suppose the bank had a million dollars in deposits; 
$500,000 is in cash and $500,000 is in bonds and notes. The assuming 
bank didn’t want to take those bonds or those notes because they 
don’t know how good they are, so we purchase those bonds and notes, 
so the bank which is in trouble, turns over nothing but cash to the 
assuming bank. The act allows us to make these purchases. 

Senator Frear. The FDIC purchases the $500,000 in obligations. 

Mr. Haru. That is right. That bank transfers over a million dol- 
lars in deposit liability to A bank. 

Senator Frear. When you purchase the $500,000 obligations, do 
you purchase them in the name of A bank or do you purchase them in 
the name of FDIC? 

Mr. Haru. We purchase those in the name of FDIC. 
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Senator Frear. What obligation does A bank have regarding the 
$500,000 purchased by the FDIC ? 

Mr. Harv. None at all. 

Senator Frear. Well then—— 

Mr. Haru. We buy these from B bank. 

7 a Frear. You buy those and you liquidate that $500,000 as 
} ) C : : 

Mr. Hart. Yes, sir. . 

Senator Frear. Or does A bank liquidate them for your account ? 

Mr. Haru. A bank has nothing to do with that at all. A bank 
merely gets a thousand accounts and a million dollars. They get that 
from B bank. 

Senator Frear. If you liquidate the $500,000 for $400,000, you have 
a loss of a hundred thousand dollars, just to make the figures round. 

Mr. Hart. That is right. 

Senator Frear. Then you, FDIC, takes the loss of a hundred 
thousand dollars, not A bank? 

Mr. Hart. That is right. 

Senator Frear. Some of that hundred thousand dollars loss may 
be depositors account above $10,000 as the case may be. 

Mr, Haru. We will say B bank has a thousand accounts and a 
million dollars in deposits. They decide to transfer that business 
over to A bank. Now, of this million dollars deposits, five hundred 
thousands of it is in municipal bonds, notes, and so forth. 

A bank says, “Now, you made those loans, we don’t know anything 
about them, we want to investigate them, but we would like to have 
cash for that deposit liability.” 

So, we turn over to them, to A bank, or B bank turns over to A bank 
a million dollars in deposits and a thousand accounts. We have noth- 
ing to do with the A bank, but B bank has to be liquid; so, they: sell 
to us these assets at a price—don’t you see!—for enough 

Senator Frear. They can’t sell them to you for less than $500,000 
in that case; can they ¢ 

Mr. Hart. Well, no, because they have got to meet their accounts. 

Senator Frear. Obligations to A bank. 

Mr. Haru. But you understand there is the bank capital in there. 
The bank may have an equity of $100,000; so you have a cushion. 
That is the reason why we talk about capital accounts all the time. 
If a bank has $100,000 in capital, they only need $400,000 to make the 
deal; don’t you see ? 

Therefore, that capital is the cushion in the transaction which pro- 
tects us from our loss. Now, in case it is an insolvency—you asked 
Mr. Cook about insolvencies—two of these recent insolvencies in- 
volved the suicide of the cashier. These cases involved manipulations, 
and so forth; so, this corporation had the surety bond plus the capital 
of the bank. Suppose the bank had $100,000 camieit and $150,000 
surety bond, there would be a quarter of a million cushion right there 
to protect this Corporation and that would help very much. 

‘ou asked about the authority. In this act, paragraph e of section 
13 of the new law, and I quote: 





When in the judgment of the Board of Directors such action will reduce 
the risk or avert a threatened loss to the Corporation, and will facilitate merger 
or consolidation of an insured bank with another insured bank or will facilitate 
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the sale of the assets of an open or closed insured bank, and assumption of its 
liabilities by another insured bank; the Corporation may, upon such terms and 
conditions as it may determine, make loans secured in whole or in part by assets 
of an open or closed insured bank, which loans may be in subordination to the 
rights of depositors and other creditors, or the Corporation may purchase any 
such assets or may guarantee any other insured bank against loss by reason 
of its assuming the liabilities, 

and so forth. It is all set out in paragraph e on page 126 of our annual 
report for 1950, 

Senator FRear. Apparently — 

Mr. Hart. We find it is much more reasonable to do it that way 
than to go through a longer receivership because the deposits are 
frozen up in many cases. 

Senator Frear. That is, if you buy the assets of B bank and turn 
them over to A bank, the services to the community are not impaired. 
They go right on. 

Mr. Harz. That is right. 

Senator Frear. I think perhaps I can understand that part of it, 
but I think you have told me something that I didn’t know before. 
I am sure that is very easy to do, but I still haven't gotten clear in 
my mind how the FDIC can purchase this $500,000 in bonds and 
other obligations of B bank, if it obligates itself to pay a depositor 
more than $ $10,000. 

Mr. Hart. When the transaction is completed, we have no obliga- 
tion to a depositor at all. 

“A” bank has that obligation, because when the deposit flows over 
there, B bank’s depositors become depositors in A bank with all the 
same rights, title, and so forth, to their money. He still has an insured 
deposit whether it is in A bank or B bank. Consequently, when B 
bank ceases to exist, he has his account over in A bank. 

Senator Frear. Yes, sir, and it may be more than $10,000. 

Mr. Haru. That is right. 

Senator Frear. But, if you didn’t transfer those assets to A bank, 
the depositor of $12,000 or $15,000 might be subject to a loss, if you 
liquidated. 

Mr. Harv. If it went in receivership, on that amount of deposit 
over $10,000 he would share and share alike in the equity of the 
residual assets. 

Senator Frear. Then suppose that in the liquidation of this B 
bank, when you finally liquidated, you only come out with $450,000, 
with the iihieiis included. 

Mr. Hart. That is right. 

Senator Frear. Then who stands the $50,000 loss? 

Mr. Hart. FDIC, out the assets which are paid in for that pur- 
pose, the same as you buy fire insurance. Fire insurance creates a 
reserve for losses. We create a reserve for losses, every year, Senator, 
and we have built up a reserve now of $1.2 billion for that very thing. 

Senator Frear. I am very much in favor of FDIC, but in doing 
that, you probably had some depositors with more than $10,000, al- 
though they were transferred to A bank 
Mr. Hart. That is right. 
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Senator Frear (continuing). So, maybe part of that $50,000 loss 
of the FDIC was to depositors who had more than $10,000 on deposit. 

Mr. Harv. Yes, but receiverships were very expensive. There was 
one receivership where a bank, after they got all through, only paid 
about a 12-percent dividend. 

mentor REAR. Before we get there, was my statement true or not, 

sir? 

Mr. Hart. That is right. 

Senator Frear. But in your experience, or the experience of FDIC, 
a have found it less expensive to go through the procedure that you 

ave just explained between “A” and “B” bank rather than to com- 

pletely liquidate “B” bank in the name of FDIC or the bank itself. 

Mr. Hart. Yes, sir, and very much in the public interest. 

Senator Scnorrret. And hard on the lawyers. 

Mr. Haru. That is right. 

Senator Frear. The lawyers don’t get a chance in that. 

Now, this part of the code that you read to me, I believe you said, was 
on page 126. 

Mr. Haru. You are talking like a lawyer, now. 

Senator Frear. Well, I am far from it. 

That is the authority for FDIC doing just what you have said; in 
other words, paying a depositor over ten thousand dollars, if he had 


that much mpeecs 
Mr. Hart. That is right; that gives us authority to purchase these 
assets. 


Senator Frear. I have no doubt in my mind at all, Mr. Harl, but 
what the members, the member banks of the FDIC, are a hundred per- 
cent acquainted with this section of the code that does permit that. 
It certainly has enlightened me I must admit, because I didn’t know 
that it was possible for a depositor to get more than $10,000 except in 
liquidation. 

by many banks have you had that compared to the example you 
just gave of “A” and “B”? Is that this 341 figure? 

Mr. Haru. No, sir. Since 1946, which is the date I joined the Cor- 
poration, we have had to give aid to 19 banks. 

Senator Frear. Aid to 19 banks? 

Mr. Haru. Yes, sir. Of those 19 banks, there are 8 of them national 
banks, and 11 of them State banks. 

Senator Frear. Is that in this report, sir? 

Mr. Hart. No, sir. We have a copy here for the committee. That is 
the way things happened. 

You will notice the State banks have made a very handsome record 
there. 

Senator Frear. Might I ask you the same question I asked Mr. 
Cook? How do you stand on dual banking? 

Mr. Hare. I have been accused of being prejudiced in favor of the 
State system. 

Senator Frear. I am fearful that any remark I might make to that 
might not be appropriate at this time. 

r. Hart. f course, the State system has had a tremendous growth. 
I will submit one of these for the record. 
(The document referred to follows :) 
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Banks aided by Federal Deposit Insurance Corporation, 1946—Aug. 31, 1951 
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Senator Frear. At least for the moment you have satisfied my 
curiosity, Mr. Harl. 

Reserving the right to get back to this “A” and “B” bank, if some- 
thing pops up, I would like to ask a question or two. I don’t want to 
get ieafved in a discussion, or a debate, between the proponents of 
the Federal Reserve System and the proponents of the FDIC, but in 
your relationships of examination, do you find, as you stated before 
the last recess was called, that there is any particular conflict about 
your privilege or opportunity to examine member banks? 

Mr. Haru. No conflict whatsoever. Mr. Martin, who is Chairman 
of the Federal Reserve Board of Governors, is very cooperative with 
this Corporation. 

Senator Frear. Did you find Mr. McCabe cooperative ? 

Mr. Harv. Yes. 

Senator Frear. You know I have a particular reason for asking 
that question, because Tom McCabe is from Delaware. 

Mr. Haru. His father was State bank commissioner from Delaware. 

Senator Frear. We are very fond of him, although he got away and 
went over into Pennsylvania. 

Mr. Haru. I think he graduated from the State Institute of Dover, 
didn’t he? 

Senator Frear. He was very proud of that. 

I think the people of Delaware are very proud of Mr. McCabe, not 
only from his connection with the Federal Reserve System but in 
many other ways, just like the people of Colorado are in the splendid 
record that you have made in FDIC. We don’t want to take any of 
the glory away from Colorado at all, sir. 

Mr. Harv. You are very generous but I think some people in Colo- 
rado might have a different opinion. 

Senator Frear. We still live in a free country and they can express 
those opinions, Mr. Harl, I assume. 

Mr. Hart. That is exactly the way we feel about the dual system. 
It gives latitude. ; 

Renate Frear. 1f your personal opinion conflicts with your opinion 
of judgment, as pertaining to FDIC, do you think the future of the 
dual-banking system is secure ¢ 
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Mr. Hart. Absolutely. Both the National and State banks are in 
a very excellent position, and if you will note the statistics we fur- 
nished today, there has been a fine growth numerically of the State 
banks and I would like to say this, that of the 12 largest—the 12 largest 
banks in New York City—9 of them are State-chartered institutions. 

Senator Frear. How many banks are neither member or insured 
banks, approximately, as of today ? 

Mr. Harv. Uninsured banks? 

Senator Frear. Uninsured, yes, bétause all member banks are 
insured. 

Mr. Haru. About 1,053 banks are not insured. 

Senator Frear. Out of a total of how many ? 

Mr. Hart. Of over 14,000, but 95 percent of all bank deposits are in 
banks which have Federal deposit insurance. 

Senator Frear. That was the next question, sir. This 1,053 repre- 
sents less than 5 percent of deposits ? 

Mr. Hart. Yes, sir. 

Senator Frear. What percentage of deposits are in the member 
banks as contrasted to the nonmember banks, both insured ? 

Mr. Harv. Around 87 percent of the deposits of insured com- 
mercial banks are in the Federal Reserve member banks. Only about 
13 percent of the deposits are in banks with which we come in direct 
contact. 

Senator Frear. That is, of the 95 percent of the total ? 

Mr. Hart. Yes, sir. 

You will notice on page 7 of our statistical report No. 34 there is 
192 billion dollars in resources, as of December 30, 1950. 

Senator Frear. Total assets; that is right. 

Mr. Haru. That is in those 14,693 banks. Those are all banks in the 
country. 

Senator Frear. And, of those total assets, you had in mutual sav- 
ings banks nearly 16,000,000,000 dollars? 

Mr. Hart. That is right. We have a separate chart here on the 
mutual savings banks, of deposits, insured in mutual savings banks. 
It is set up on another schedule, but if you will look on page 6 you 
will see a caption entitled “Insured Mutual Savings Banks” which 
shows their growth during 1950. You will notice that in 1950 they 
reached approximately 14,000,000,000 dollars, at the end of the year; 
that first paragraph on page 6. You can see it there under “Insured 
mutual savings banks.” 

Senator Frear. Yes, sir. 

Mr. Haru. That gives the mutual-savings-bank picture. 

We tried to reflect, in the lower chart, changes in the prinicpal type 
of assets and liabilities, 1950 compared with 1948, in insured mutual 
savings banks, in that lower column. 

Senator Frear. Do you have any difficulty in the operation of the 
FDIC in insuring mutual savings banks, considering the State laws as 
to maintaining reserves? 

Mr. Haru. Not particularly. I think possibly the Senator has in 
mind one of our great States in which the law requires a 10-percent 
reserve. . 

Senator Frear. Yes, New York. 

Mr. Harv. And we subscribe to that principle wholeheartedly. 

Senator Frear. I am sure you have soutk the proposed tax bill, and 


I don’t want to get too far afield in this discussion at all, but what 
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the Senate Finance Committee did regarding taxing of mutual 
savings banks, if you will permit I would like to ask your opinion 
as to what effect, if the committee action is made into law, that would 
have. 

Mr. Harz. We would like to see these earnings added to the reserves 
until they at least have a 10-percent reserve cushion; speaking from 
a straight insurance viewpoint, you just can’t get too much cushion 
in the insurance business. 

Now, just how severe this will be in siphoning off earnings that 
would otherwise go to reserves we do not know. We have not made 
that study, but we would like to see the savings banks permitted to 
build a cushion of 10 percent so that they have one dollar reserve per 
every $10 in deposits. We believe that is the safety factor, and 
naturally in this business of insurance you always look to the safety 
factor, and so forth, and exposure. What effect the bill will have 
we do not know, because we are not in the tax field and haven’t had 
an opportunity to study it. But we would like to see a 10-percent 
cushion. 

Senator Frear. Your opinion is very valued, I can assure you. 

Mr. Haru. We would like to see it, and we think that it is for the 
betterment of the bankers to have a 10-percent reserve. 

Senator Frear. What percentage of the mutual savings banks are 
insured ¢ 

Mr. Haru. At the present time, about 37 percent are insured. All 
of the mutual savings banks in New York are insured, and they have 
one which is over a billion dollars. 

Senator Frear. The Bowery? 

Mr. Haru. They have two or three which are up to 500 million, but 
you go to page 7 on the right hand side and you will see that there 
were 194 mutual saving banks insured last year, with total assets 
of almost 16 billion dollars. 

Senator Frear. How many banks, sir ? 

Mr. Haru. 194. On the right-hand side of page 7. Now, you will 
note that that is pretty big business, when you get into 15 or 6 billion 
dollars? 

Senator Frear. That is approximately 8 percent of your total. 

What percentage of the insured banks now have a 1-to-10 reserve? 

Mr. Haru. We have it in our 1950 annual report. Both you gentle- 
men have annual reports for 1950, I believe, in front of you? 

Senator Frear. Yes, sir. 

Mr. Harv. Will you refer to page 44? On page 44 we have tried 
to work that out. Have you found it, Senator ? 

Senator Frear. Yes, sir. 

Mr. Hart. You will see 749 insured commercial banks had reserves 
of from 10 to 10.9 percent; 512 had reserves of 11 to 11.9 percent, and 
so forth, but you see the vast majority of the banks were less than 10 
percent. 

Senator Frear. As a matter of fact, the vast majority was less than 
the average, it so happens in this case. 

Mr. Harv. That is right: The average of capital ratio on Decem- 
ber 30, 1950, was 6.8 percent, for the Nation as a whole. 

Senator Frear. Now, if I may ask, how does that compare with 
commercial banks, all insured commercial banks, excluding from your 
total figure the mutual banks? 
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Mr. Haru. I would say that the reserves, particularly in New York, 
the reserves of the mutual savings banks are higher. That ratio is 
materially higher than the ratio for our commercial banks throughout 
the Nation. 

Senator Frear. Are they higher than the commercial banks in the 
State of New York? 

Mr. Hart. Yes, sir. 

Senator Frear. Then you think that the law in the State of New 
York regarding mutual savings banks is all right? 

Mr. Hart. I would like to see a law passed to provide that the break- 
even point would be at a 10 percent ratio on all banks. Then they 
would all build up a reserve; don’t you see? 

Senator Frear. I don’t think I got that figure of the national 
average. 

Mr. Hart. 6.8 is the national average. 

Senator Frear. Does that exclude mutual savings banks? 

Mr. Hart. That is all-inclusive. We would like to show you a 
chart, Mr. Chairman, of insured commercial banks. 

(The chart referred to follows.) 
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Senator Frear. This figure does exclude mutual savings banks? 

Mr. Hart. Yes; if you will go down to page 7, the lower right-hand 
corner, you will see their total capital account is 9.5. 

Senator Frear. Yes. 

Mr. Haru. Of course, they have the advantage, you understand, of 
not paying taxes, and the commercial banks have. 

Senator Frear. That is a rather conservative statement, sir. 

What is your opinion regarding the capital ratio of insured com- 
mercial banks? 

Mr. Haru. Well, for a long time by statute in my State, in fact, 
when I became bank commissioner, it was mandatory that they carry 
a reserve of, or ratio of, 1 to 10. Then things started to bounce around 
economically in this country, and we just couldn’t preserve those ratios 
too well. This shows a concrete example of the way in which these 
reserves have gone down. 

If you will notice this, the capital ratio has almost been continuously 
downward, while the total asset position has almost been continuously 
up. That shows the commercial banks on December 31, 1950. The 
curve on the capital ratios has not followed along in the same pro- 
portion. That shows the position for the period, the 75-year period 
which has taken place in this country, from the standpoint of capital 
ratios in our commercial banks. So all of us—the Comptroller, the 
State bank supervisors and ourselves—have been endeavoring to en- 
courage more contributions to capital, either by retention of earnings 
or by new cash. 

Senator Frear. And you think they should at least try to get to the 
10 percent ¢ 

Mr. Hart. We would like to see it that way for the safety of the 
depositors, as well as the entire public interest. 

Senator Frear. Of course, the deposits have been so rapid in the 
last few years that we can understand why your capital reserve chart 
here shows a decided difference, which it does. 

What do you, as the Board of Directors of FDIC, do regarding the 
insuring of new banks in relation to their capital ratio? Do you have 
any policy on that? 

Mr. Haru. Yes; we have asked the banks, the new banks, to main- 
tain the national average; of course, that fluctuates. We ask them to 
maintain the national average. For example, a bank might start out 
with 200,000 capital accounts, and they would grow very rapidly. It 
might be in a war community. We ask them to retain earnings, and 
so forth and to maintain the national average at all times. That is 
6.8 at the present time. 

Senator Frear. Is that mathematically possible? 

Mr. Hart, It has been very successful. As you will notice, this 
chart No. 33 in front of you, in 1946—and 1946 we became alarmed. 
The capital accounts were coming to the vanishing point. It came to 
the point where a banker had about $20 of other people’s money to $1 
of capital. We then endeavored by persuasion to build this capital 
up and you will notice that December 30, 1945, only 12 States were 
in the blue. By 5 years later, practically every State in the Union, 
with the exception of Michigan, Montana, Idaho, Arizona, and Louisi- 





28 NOMINATIONS OF H. EARL COOK AND MAPLE T. HARL 


ana, had gotten above the 1945 ration. Since December 31, 1950, as a 
result of conferences and negotiations, $3 million new capital has been 
added in one of the banks of Arizona, so Arizona is now up. That 
leaves the 4 States of Michigan, Louisiana, Idaho, and Montana in 
that category. There is an explanation for it. In Michigan they had 
some very severe losses in the depression, and had to borrow heavily 
from the RFC for new capital, by the sale either of capital debentures 
or preferred stock, and they have been very busy retiring their pre- 
ferred stock. 

Senator Frear. On the whole, how do you find your capital ratio 
of small banks with large banks ? 

Mr. Haru. Well, in your larger banks they have taken advantage of 
what we call the reserve for losses before taxes. In the case of the 
National City they have set aside $7% million for that purpose. In 
the case of the 

Senator Frear. In that case it is also after taxes, isn’t it ? 

Mr. Haru. No; reserve for losses before taxes. 

Senator Frear. But they get that reserve for losses. 

Mr. Haru. Then they charge losses to that reserve. 

Senator Frear. Yes; but I mean that amount that has been set aside 
is not taxable. 

Mr. Haru, That is right. That takes care of losses. Now, you asked 
a question about the large banks. The big banks of the Nation pri- 
marily are in New York City ¢ 

Senator Frear. Yes, sir. 

Mr. Haru. There are 19 banks in this country with assets of better 
than $1 billion each, and by and large they are on the eastern sea- 
board. You have, of course, 1 in Cleveland, 1 in Detroit, 1 in Pitts- 
burgh, 2 in Chicago—that is 5—and 8 in California, is 8; but you have 
11 of your billion-dollar banks that are either in New York or Massa- 
chusetts, and if you will notice this map, you will see they are in the 
blue. 

Senator Frear. In chartering new banks on this—you gave us a 
schedule awhile back, here, I am sure you recall which one it was— 
are they mostly small banks, the banks that you have chartered in the 
last 5 years ¢ 

Mr. Hart. Well, in answer to that, New York hasn’t chartered a 
bank in years, because they felt that they could take care of the situa- 
tion, and we think they are justified in their conclusions, but in this 
list that we sent up there, you will notice where the new banks are: 
There has been a very heavy chartering in Georgia, if you will notice, 
in the last few years, since 1946; there were 14 in 1946 in Georgia, 7 
in 1948, 10 in 1949. ‘These are primarily in the West, where we are 
not so old. We are trying to protect the unit banking system in the 
West. A great many states in the West don’t have branch banks. We 
are trying to protect the unit system. 

(The table referred to follows :) 
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Number of banks becoming insured by the Federal Deposit Insuranee Corpora- 
tion—Banks becoming insured, by years, Jan. 1, 1946, to Aug. 31, 1951 
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Senator Frear. Do you find when an application for a new bank 
to become insured is received, among the smaller banks, that they 
may have some difficulty in starting out at the national average / 

Mr. Harv. Not particularly. The problem is not faced when they 
start out, Senator. It eomes within 3 years after their charter. That 
is when the difficulty arises. For example, there was a bank recently 
chartered by the Comptroller in which they thought it would be 3 
years before they reached the $2 million mark, They reached it 
in a little over a year. We chartered a bank in my own State with 
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$40,000 capital, and within 5 years they had better than $4 million 
deposit. $4 million is a lot of money. They enlarged their capital 
structure and went right along. They put some new money in, $50,- 
000 on one occasion and $50,000 on another. 

Senator Frear. I can see where a bank might ask to be insured in 
a small community where a defense plant, or some other large instal- 
lation, may be located, where the facilities of the present bank, al- 
though not insured, are not adequate to serve that increased influx of 
capital. They could be put out of proportion considerably in their 
capital ratio structure, and that may be only a temporary thing; in 
other words, that defense plant may only be there for a period of a 
couple of years. That bank is not now insured, but would like to be 
insured, because of what they think may be a temporary thing, but 
they want to give their depositors the benefits of the insurance pro- 
gram. 

Mr. Hart. In many States that is being met by the branch system, 
but the Federal Deposit Insurance Corporation has never attempted 
to speak for the banks. We have at all times attempted to represent 
the depositor. We have never had any complaint from a bank de- 
positor that there is too much capital in a beak It is really amazing 
how many letters we get enclosing clippings of published statements 
of banks. Depositors send them to us with a red question mark. It 
shows the public is becoming very conscious of capital cushion. We 
don’t believe the Federal Deposit Insuranse was ever created as a 
substitute for capital. 

Senator Frear. I am sure the people that send those letters in are 
aware of a statement that you have made this afternoon regarding 
the insurance limit liability of $10,000 where you have consolidated or 
turned the assets of B bank over to A bank, as the example used. 

I am a little amazed to think that they would be alarmed when the 
FDIC has such a wonderful record in paying out depositors, even 
though.their accounts may be over $10,000. 

Mr. Hart. You would be amazed by how many people are still 
gun-shy of bank failures, and they might think “Well, the FDIC won't 
bring about a merger, and we will be sitting there with the old pro- 
vision of filing a claim and going through all that old red tape.” 
However, in Delaware, the number of insolvencies was penetinneey. nil, 
but we find, in a great expanse of this country, that they are still a 
little gun-shy of what happened in 1933. 

Senator Frear. Well, I can see where there would be some ideas 
on the part of some in that respect, but I am a little bit disturbed about 
the ratios of small banks. You do not in any way inhibit noninsured 
banks’ application for insurance by its capital ratio; I assume? 

Mr. Hart. No; we try to work it out. We are interested in having 
all banks insured. Out in our western country, we were hit so hard 
that through the Rocky Mountain West—that is New Mexico, Utah, 
Wyoming, Montana, States like that—100 percent of all banks are 
insured. We had in our town of Denver, seven failures before noon 
one day. The question on the street was—who is next? We had near 
chaos. 

Senator Frear. Do you find that the depositors in these States that 
you have mentioned are making their deposits in insured banks rather 
than uninsured banks? 
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Mr. Hart. We have never made a study of that, but by and large 
practically all your large banks do have Federal deposit insurance. 

Senator Frear. There really are not many good reasons why an 
uninsured bank today shouldn’t become an insured bank, in your 
opinion ¢ 

Mr. Hart. I can’t understand any reason. Of course, you still have 
individualists. 

Senator Frear. I can partially understand that, and I must admit 
that I do respect that in some instances. 

Do you have any questions, Senator Schoeppel ? 

Senator Scnoerre.. I think Senator Frear has covered many of the 
questions that I was wondering about. I think he has been very 
practical and most enlightening. Let’s go back to this question of 
how you are presently constituted up there. 

Suppose you have a bank failure, tomorrow morning at 10 o’clock, 
and you are not confirmed and the Board doesn’t have a quorum. 
How would you act? Where are we on that? 

Mr. Hart. Well, we just couldn’t act. We don’t have a quorum, 
and I guess the bank would just have to go in receivership and do 
the best it could. 

Senator Scnoerret. Naturally, I was interested, when you men- 
tioned that a while ago, because it indicates to me the matter ought to 
be expedited. 

I want to ask just two or three more questions here. 

What is the percentage of the insured deposits that are less than, 
say, $10,000, roughly ? 

Mr. Hart. About 98 percent of our accounts are fully insured, 
and they fluctuate between $10 and $10,000. As shown on page 77 
of our annual report for 1949, we had $152 million deposits, and of 
that amount all but $98 million were on accounts of $10,000 or less, 
so percentagewise, there are 98 percent of our people who were pro- 
tected in toto. 

Senator Scnorrret. I think that is an excellent record. Some ques- 
tions were asked which were rather interesting to me. To what 
extent are the shareholders in a liquidated bank held financially re- 
sponsible for the losses that are eventually sustained? Is that under 
their stockholder liability ? 

Mr. Hart. No, sir; as the Senator no doubt remembers from his 
practice of law and having been chief executive of his State, we used 
to have bank shares a hundred percent assessable. In the national 
banks the same way. Some States had a 200 percent liability. With 
the advent of the FDIC, the Congress passed a law which abrogated 
the stockholders’ liability in national banks, and practically all States 
have done so since that time, so with the FDIC it has been possible 
to eliminate stockholders’ liability, which was a bugaboo to many 
investors. 

Senator Scnorpren. That was the thing that caused many an indi- 
vidual to hesitate about going into a bank as a stockholder. 

Mr. Harv. That is right. You have in your community no doubt 


stockholders which were wiped out overnight because of the stock 
assessment on their shares. The FDIC has corrected that. 
Senator Frear. That, in substance, insures the stockholders of a 


bank? 
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Mr. Haru. From a double assessment. 

Senator Frear. That is right. They can lose their investment, but 
they cannot lose any more than their investment, so to that extent 
they are insured ? 

Mr. Haru. That is correct, sir. ° 

Senator Frear. Proceed, Senator Schoeppel. 

Senator Scnorpret. Well, Mr. Harl, I want to say that I do appre- 
ciate as one men.ber of this committeethe enlightenment we have had 
here from you «nd Mr. Cook on your operations, and your policies. 

As I said to Mr. Cook, in my State we have enjoyed a very excellent 
relationship with the FDIC and, of course, you know, we have a lot 
of State banks in our State. We are aware that there is always a feel- 
ing between the State banks and the national banks, and we have a 
very decided feeling in our State in favor of the dual banking sys- 
tem. We want to maintain it. I know when you made the answer a 
while ago that you were in certain quarters charged with being a little 
over on “the side of the State banking system, from our sister State of 
Colorado, and your experience in the two States, I know that that 
is correct, and I think that is a wholesome reaction, and a whole- 
some attitude to have, but we do want solid, safe, substantial institu- 
tions. I am fully aware you do have to have a degree of care and 
caution must. be exercised, and I don’t know of any better way to 
have that exercised, to the benefit of the depositors of a bank, 
than to require a degree of care and caution on ia those banks are 
operated, and while you may have some criticism here about ~ 
examinations, and this and that, so long as they are reasonable, 
long as they are practical, so long as they are always in the chine 
of the : safety of the depositor in the long run, and in the main, I 
think that we will have a pretty wholesome, practical confidence built 
up in our banking system and banking institutions with these guaran- 
ties of the deposits, as we have them now in the way you operate, and 
I want to especially commend you in the way you are handling them, 
these figures, eliminating these receiverships, ‘eliminating the frozen 
credit in a community a lot of times, by merging and permitting these 
businesses to go right ahead and operate, and then you take your good 
business judgment factors into consideration in working out those. 
frozen assets for a while. I think it is most commendable. 

Mr. Chairman, I may have something to say on this bill upstairs 
for a few minutes; if you will excuse me, ‘I will certainly appreciate it. 

Mr. Hart. On behalf of our entire staff, on behalf of the board of 
directors, we want to thank both of you gentlemen for giving us a 
chance to tell you all what we are trying to do down there. We know 
how busy you are, and we want to thank you very, very much. 

Senator Frear. I am sure, not only on behalf of the chairman of 
the subcommittee and his subcommittee, but on behalf of the chair- 
man of the full committee and members of the full committee, I can 

say that they take great delight in the accomplishments of the Federal 
Deposit Insurance Corpor ation. Your leadership is no exception, sir. 
We have appreciated the comments you made about your predecessors, 
but I think the members of the committee hold you in the same category, 
sir, and I am sure that is most high. 

We did not get the nominations down here until the 30th of August, 

and your terms expired on the 6th of September. The Banking and 
Currency Committee, as I am sure you were well aware, has been 
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fairly busy in some of the chores that had been laid before it. The 
reason for the hearing not being held until today, I can assure you, 
has not been a lack of interest, or a willingness to cooperate, but the 
conditions of hearings, as far as the Banking and Currency Committee 
was concerned. They have been rather tight, and we are just getting 
to it. I am sure, on behalf of the chairman of the full committee and 
myself, we do apologize for not having had these before this time. 

Mr. Hart. Senator, there is no apology needed. We know you 
have been busy. We know the chairman of the full committee has 
been busy night and day in appropriations. We realize that national 
defense comes ahead of everything else. We appreciate your always 
kind consideration of our problems. 

Senator Frear. Thank you, sir. 

Thank you, Mr. Harl. We appreciate your coming down, and 
the time that you have given us. Four thoughts, I am sure, will be 
of great benefit to the subcommittee and the full committee. 

Mr. Haru. Again, we thank you very much. 

Senator Frear. We have one more person to appear, and if you 
are not in too big a hurry, you are perfectly at liberty to stay. 

Mr. Hart. Thank you, sir. 

Senator Frear. I would like at this time to place in the record 
certain letters that the committee has received on behalf of Mr. Cook 
and Mr. Harl. 

(The letters referred to follow :) 


OHIO BANKERS ASSOCIATION, 
Columbus, Ohio, September 8, 1951. 
Hon. Burnet R. MAYBANK, 
United States Senator. 


My Dear Senator: I am certain that I reflect the desires of Ohio bankers 
when I request that you vote favorably upon confirmation of Maple T. Harl as 
chairman, and H. E. Cook as director of the Federal Depo:it Insurance Cor- 
poration. Operation of the Corporation on a sound basis by capable and ex- 
perienced men is important to the country, as well as to banking. 

As you may know, Mr. Cook is a native of this State and a former president 
of our association, and Mr. Harl is well known to us. We believe that the 
interests of all concerned would be well served by continuing both in their 
present positions. 

Respectfully yours, 
Davin M. AucH, 
Executive Manager. 


UNITED STATES SENATE, 
COMMITTEE ON FINANCE, 
August 29, 1951. 
Hon. BURNET MAYBANK, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


DEAR SENATOR MAYBANK: I am informed that the nomination of Mr. Maple 
T. Har! for reappointment as a member of the Board of Directors of the Federal 
Deposit Insurance Corporation is now before our committee. 

It give me the greatest pleasure to add my approval of this nomination without 
reservations of any kind. In my opinion Mr. Harl has been an especially able 
Chairman of that agency and the Government would be fortunate to have his 
services for another term. 

I have known Mr. Harl for many years. He is not only qualified for his official 
duties, but is a man of splendid general reputation in matters of character 
and citizenship. 

Sincerely, 
EUGENE D. MILLIKIN. 
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Unirep STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
August 30, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


My Dear MR. CHAIRMAN: I understand that your committee has before it the 
nomination of Mr. Maple T. Harl for another term of membership on the Board 
of Directors of the Federal Deposit Insurance Corporation. 

As you know, Mr. Har! is a citizen of my State. I would like you and the 
members of the committee to know that I have the highest personal and official 
regard for him. I have followed his career with great interest and know of my 
own knowledge of the superior quality of his talents and of his achievements 
in the world of business, finance, and government. His capacity for adminis- 
trative management is too well known to need my further comment. I can pay 
only the highest tribute to his integrity of purpose and character. I am pieased 
to be able, as a Member of the Senate, to give my unreserved endorsement to 
this nomination and to bespeak for Mr. Harl the favorable action of your 
committee. 

Most sincerely, 
Ep. C. JOHNSON. 


CoLoRADO BANKERS ASSOCIATION, 
Denver, Colo., September 11, 1951. 
Hon. J. A. Freak, Jr., 
Chairman, Subcommittee on Insurance, Senate Banking and 
Currency Committee, United States Senator, 
Senate Office Building, Washington, D. C. 


DeAaR SENATOR FREAR: On behalf of the members of the Colorado Bankers 
Association, all of whom have known Maple T. Harl for many years and all of 
whom appreciate his ability and sincerity of purpose; and on my own behalf 
as a personal and long time friend of Mr. Harl, I want to take this opportunity 
to suggest quick action by your committee in approving his reappointment as 
Director of the Federal Deposit Insurance Corporation. 

We in Colorado are proud of Mr. Harl, not only as a former bank commissioner 
and leader of banking thought in Colorado, but also of the splendid record he 
has made as Chairman of the Federal Deposit Insurance Corporation during 
the past several years. We are firmly convinced that it would be almost im- 
possible to find a man of his ability who was willing. to sacrifice personal gain 
for the good of the country as Mr. Har! has done and-will continue to do. 

With kindest regards, I am 

Sincerely, 
JAMES C. Scarporo, Secretary. 


CoL_umMBus, On10, September 12, 1951. 
Senator J. ALLEN FREAR, 
Senate Office Building, Washington, D. C.: 
I have had at all times constructive cooperation with the Federal Deposit 
Insurance Corporation, and have full confidence with its operations. 
THURMAN R, HaAzarD, 
Superintendent of Banks of Ohio. 





CONSUMER BANKERS ASSOCIATION, 
Washington, D. C., September 11, 1951. 
Hon. J. ALLEN FREAR, 
United States Senate, Washington, D. C. 

My Dear SENATOR FREAR: It has been most gratifying to the members of our 
association, representing banks in 32 States with total resources of nearly $2.5 
billion, to learn of the recent action of the President in renominating, for 
another term of 6 years, Mr. Maple T. Harl as Chairman, and Mr. H. Earl Cook 
as Director of the Federal Deposit Insurance Corporation. 
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In our opinion the FDIC has contributed immeasurably to the stability of the 
banking business in the United States since it was first organized, and the 
excellent condition of the banks throughout the country today is indeed a tribute 
to the administration of Mr. Harl. The economic future of our country and the 
continuation of our free-enterprise system depends largely on a sound, properly 
supervised banking system such as we now have. 

It is our sincere hope that the Senate Banking and Currency Committee will 
see fit to confirm the President’s nomination of Messrs. Harl and Cook for 
another term, and we strongly urge that you do so. 

Sincerely yours, 
HARTWELL F.. Taytor, Executive Director. 


THE SAVINGS Deposir BANK Co. 


Medina, Ohio, March 26, 1951. 
Hon. Burnet R. MAYBANK, 


United States Senate Building, 
Washington, D. C. 

Deak SENATOR MayYBANK: I am a small-town banker representing an average 
viewpoint of thousands of bankers throughout the United States. 

I am apprehensive over the future of the Federal Deposit Insurance Corpo- 
ration. We average bankers feel that an outstanding accomplishment has been 
started in the pioneering field of guaranteeing bank deposits. However, the 
terms of Maple T. Harl, Chairman of the Board of Directors, and H. EB. Cook, 
Director, run out this fall. In order to assure the continuance of the policies 
and the excellence of the Corporation's work in the banking field, as a banker and 
on behalf of depositors who have a big stake in the future of this Corporation, I 
wish to urge you to do everything possible to bring about the reappointment of 
these two men. I would very much like to hear from you personally about this 
situation and also as to what I can do, in my small way, that will assist in 
making sure of their continuance in office. 

I believe that this is very important and I don’t mind saying that I am dis- 
turbed about what has happened in some other governmental agencies which to 
me makes it more imperative than ever that these men be continued in the trust 
that they have so satisfactorily carried out to date. 

I would indeed appreciate your personal assistance in this matter. 

Sincerely, 
A. T. Spirzer, Il, Cashier. 


Senator Frear. Mr. William A. Lyon, superintendent of banks of 
New York State. Mr. Lyon, will you have as comfortable a seat as 
you can find there, and for the record, please identify yourself, sir? 


STATEMENT OF WILLIAM A. LYON, PRESIDENT; ACCOMPANIED BY 
JOHN D. HOSPELHORN, VICE CHAIRMAN OF THE EXECUTIVE COM- 
MITTEE, THE NATIONAL ASSOCIATION OF SUPERVISORS OF STATE 
BANKS 


Mr. Lyon. My name is William A. Lyon. .I am superintendent of 
banks of New York State, and I am president of the National Associ- 
ation of Supervisors of State Banks. 

Senator Frear. I am sorry, I only gave you a very small fraction 
of the titles you have. 

Mr. Lyon. Senator, I have here my associate in the national associ- 
ation, John D. Hospelhorn, of Maryland, a former president; if it is 
agreeable with you I would like for him to come up here with me. 

Senator Frear. I have no objection, sir. 

Mr. Hospelhorn, I would like to have you identify yourself also. 

Mr. Hosretnorn. I am John B. Hospelhorn, deputy banking com- 
missioner for the State of Maryland, former president of the National 
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Association of Supervisors of State Banks and presently vice chair- 
man of the executive committee of the National Association of Super- 
visors of State Banks. 

Senator Frear. Mr. Lyon? 

Mr. Lyon. Senator, I await your pleasure. I am here at the invi- 
tation of the subcommittee, prepared to answer any questions that you 
may have to put to me, or would you prefer that I start off and talk 
about the subject that is before you? _ 

Senator Frear. I assume you have no prepared statement; is that 
correct ? 

Mr. Lyon. No; I have not. 

Senator Frear. I have learned also that you were invited to come 
here. 

Mr. Lyon. Yes. 

Senator Frear. I am not sure, was it in relation to the exchange of 
correspondence with Mr. Sparling, the executive committee of the 
National Association of Supervisors of State Banks? 

Mr. Lyon. I don’t know that, Senator. Mr. Parsons called me 
yesterday and asked me to come. 

Senator Frear. Apparently you are as much in the dark as I am. 

Mr. Lon. Yes. 

Senator Frear. I am happy to see that Senator Fulbright has ar- 
rived. Mr. Lyon has just come to the stand. It doesn’t give you, 
perhaps, the benefiit of what has preceded Mr. Lyon’s appearance, 
but I have before me several letters with which no doubt you are more 
familiar than I. 

Senator Futsrigut. I doubt that, Mr. Chairman. I am not a 
member of this subcommittee, but we had a meeting of the Foreign 
Relations Committee, and I was unavoidably detained. 

Senator Frear. We made proper excuses for that at the opening. 

Senator Futsrientr. I don’t want to go over the matter now, any 
more. I just thought I would attend without disturbing the meeting. 

Senator Frear. In view of the fact that 1 am not so familiar with 
the subject at hand as I am sure Mr. Lyon is—and I am almost posi- 
tive that Senator Fulbright it in the same category—it might be 
better if either Mr. Lyon makes a statement, or Senator Fulbright 
questions him, but if either of you so desire, I will attempt to ask 
questions on this correspondence in front of me. 

Senator Futsrientr. Well, Mr. Chairman, if you think it would 
help, I wonder if Mr. Lyon is familiar with the case arising in 
Arkansas, to which my attention was drawn, which I was told tt 
was somewhat illustrative of a number of cases that have arisen in 
various States. Are you familiar with that? 

Mr. Lyon. In a general way; yes. 

Senator Futsrieur. Would you care to comment on that situation ? 
My sympathy was aroused because of this applicant, who was quite 
willing to abide by the requirements of the FDIC, but he was faced 
with the opposition of the banking commission who said “If you do 
I won’t give you a charter,” and this poor fellow and his associates, 
who were quite willing to do everything required, raised adequate 
money and did everything to qualify for a bank charter, were turned 
down and are still turned down because of this collateral quarrel be- 
tween the commissioner and the FDIC. That seemed to me rather 
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a hardship on the private individual and all I hope is that some so- 
lution could be worked out by a conference and a hearing that would 
at least relieve this individual] from difficulty. 

Mr. Lyon. If no relief were possible, Senator, I would call it a 
tragedy for the individual. 1 profess myself to be hopeful that a 
solution can be worked out of this matter. Our association is aware 
of the facts, and has discussed the issues involved here on more than 
ohe occasion. 

Senator Futsricur. Were the FDIC people consulted ? 

Mr. Lyon. We have not discussed the issues with the corporation 
with this case in mind, because the discussions had begun before this 
“ase arose. 

Senator Futsricut. There are other cases like it ? 

Mr. Lyon. No; but the principles that are applied in this case 
had been a matter of corporation policy before this, and we had 
begun our discussions with the corporation. 

These discussions have taken place on two occasions at which a 
zood deal of time was consumed in going over the points involved. 

‘he last such discussion was here last Friday. I myself am hopeful 
and I am actually very strongly convinced that there will be a meeting 
of the minds, and a reconcilement of the differences here that have 
held up the chartering of this bank. I think I can tell you that the 
issue is a matter that relates to methods and not to principle: 

The banking institution would be formed under the laws of the 
State of Arkansas, with the capital required under the statutes of that 
State conformed to. The corporation, when the application came 
before it for insurance for this bank, attached a condition saying 
that the management of the new institution would agree always to 
maintain capital equal to the national average. The commissioner 
of banks of Arkansas has objected to that proposal. I will tell you 
very frankly, if it came up in the State of New York I would object 

to it, too, but I believe after a chance had been afforded to talk to 
Maple Harl and Earl Cook about it, we could work it out, and this 
is What I would say to them 

Senator Frear. I don’t want to interrupt this at all, but a policy 
laid dewn by the FDIC is, as I understand you to say, that a bank 
must at all times maintain a ratio of capital to assets at least equal 
to the national average? 

Mr. Lyon. Capital to deposits at least equal to the national average. 

Senator Frear. I am not much of a mathematician, but I am unable 
to see how that could happen. 

Mr. Lyon. Well, it happens that way: You asked Mr. Earl about 
it a while ago. 

Senator Frear. You were in the room when the question on capital 
was raised. 

Mr. Lyon. Yes; he said 6.8, I believe. This institution would main- 
tain or endeavor to maintain at all times a ratio of deposits to capital 
of 6.8 percent. If its ratio was 6.7 percent, it would not pay dividends 
and otherwise permit its capital to be encroached upon. It would have 
to wait, in other words, until the 6.8 ratio could be exceeded before it 
could pay a dividend to its stockholders. 

Senator Futsrient. It seems to me theoretically every time a bank 
was chartered on that basis by that very fact the national-average is 
raised and, therefore, they would never quite achieve it; would they ¢ 
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Mr. Lyon. Senator, the point where I find a difference with the Cor- 
poration on this policy is this: This is writing into the application 
form for insurance an addition to the statutory capital requirements 
of the land. It is not a requirement that has been approved by the 
legislation of Arkansas; it is not a requirement that the Congress of 
the United States has passed upon. This is a requirement by regula- 
tion. 

Now, if you and I and some of the rest of us here were forming a 
bank, and went to the commission of Arkansas and said “give us a 
charter,” they would say “all right; you can have a charter only if 
you conform to this section,” and then we went to the representative of 
the Comptroller of the Currency in Arkansas and said “Will you issue 
us a charter?” and he would say: “We will issue a charter if you will 
conform to our statutory capital requirements and have enough capital 
on hand at the end of 3 or 5 years so that the strength of your capital 
is not called into question.” 

The condition under which the Comptroller of the Currency would 
negotiate with this group would be different from what the State au- 
thority would negotiate with them. I think that is inequitable. I 
think it mechanistic. It seems to me that it subordinates judgment 
to formula and makes it impossible in the State to do what the Federal 
Reserve authorities or the national banking authorities could do. 

Now, it seems to me that the FDIC is in error in the position that it 
maintains, but I think fortunately for the banking system of the coun- 
try it is an error in the right direction, and that is one of strength. I 
believe that we can, by further discussions with the Corporation, agree 
that through the States, in cooperation with the Corporation, we will 
see to it that the capital of the State banks of the country is sufficient 
and does not suffer by comparison with the national system, or with 
any other. 

Senator Futsrigutr. Why are you so optimistic you are going to 
solve this difficulty in Arkansas? 

Mr. Lyon. Well, simply because we have had other differences with 
the Corporation. We don’t expect to get automatic conformance to 
our views. We knock various things around with the Corporation, 
and we have always managed to come out with a working basis. I 
think it would be unrealistic to expect that groups of people would al- 
ways agree. 

Senator Futsrient. I notice the average in Arkansas for 1950 is 
above such States as Tennessee, Missouri, Illinois, Indiana, Ohio, 
Wisconsin. So, I don’t see any particular reason to insist upon that 
in that State; do you? 

Mr. Lyon. Well, if I can speak in defense of the Corporation, for 
which I have no license, I think they would apply this requirement 
in every State in the Union, whether or not the average capital was 
above the national average. In New York State, if you will 
observe—— 

Senator Futerient. I didn’t say that it was above the average. I 
said it was above a great many important States. 

Mr. Lyon. Yes, well, they feel, as a Federal agency dealing 
throughout the confines of the United States, that they must apply 
such a policy without exception as to region and State. 

I think there is a good deal to support that, but I believe that if we 
can agree with the Corporation to treat these instances on an in- 
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dividual basis we can reach an agreement that will not involve impair- 
ment of the soundness of the banking system. 

Senator Futsrient. Could you have any suggestions to make to 
this committee relative to the question that we can do anything to 
clarify matters? 

Mr. Lyon. Senator, I would recommend if I may that we be per- 
mitted to continue our discussions with the Corporation. I had a let- 
ter yesterday from Mr. Cook, coming to me as president of the Na- 
tional Association of Supervisors of State Banks, referring to our dis- 
cussions of Friday of last week, saying that, if we had some suggestions 
to make to them, those suggestions would receive serious consideration. 
Now, we are going to make suggestions, and we have found them to be 
tenacious but reasonable men. I think we can work something out. 

Senator Frear. You don’t feel—or do you—that either Mr. Harl 
or Mr. Cook hold any animosity toward State supervisors, in- 
dividually or as a whole? 

Mr. Lyon. Not at all. Their principles are high, and in apply- 
ing those principles they inadvertently, maybe a time or two, will act 
in a way that impinges on the prerogatives of the State banking sys- 
tem, and when that happens we will tell them about it, and we have 
always been able to work it out, and I am sure we will continue to be 
able to work it out. 

Senator Frear. Thank God there are still some people who believe 
in State’s rights. 

Mr. Lyon. We value that very highly. 

Senator Frear. I am sure that you understand that that casts no 
reflections on civil rights. 

Do you have anything further? 

Senator Fursricut. No. That is all I wanted to ask him. Mr. 
Har! has already testified ? 

Senator Frear. Yes. 

Senator Furerient. Is he as optimistic as Mr. Lyon about a proper 
settlement of this difficulty ? 

Mr. Lyon. He was not asked that question, sir. 

Senator Fuusrient. I hesitate to delay the committee by going 
over a matter which probably is already in the record. 

Mr. Harl, do you think you can work it out with these commis- 
sioners ¢ 

Mr. Hart. To reply to the question, Senator, I was vice president 
of the association and probably had as many differences with the 
FDIC as these gentlemen have had. In addition to that, Mr. Cook 
and I are still honorary members of the association, and value our 
membership most highly, and we are all going out to St. Louis on the 
27th, as members of the association. We were talking today with Mr. 
Hospelhorn, and Mr. Lyon, about 1939, when I was on their side of 
the table in a severe row with Leo Crowley. 

The situation is this: Everyone is endeavoring to preserve the in- 
tegrity of the dual system of banking. We introduced figures to show 
that the State banking system is growing much more rapidly than the 
national system.. Any conflict we have we are trying to resolve. It is 
strange that we have never yet heard-from the bank commissioner of 
Arkansas on this matter, and the bank 
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Senator Fursrieut. Mr. Harl, I think I sent to someone in your 
organization letters that I had received from Mr. Lynch, and I thought 
I included letters from other members of the association, and you 
gave me a reply—lI don’t mean you personally did—lI believe you 
were ill, or away. 

Mr. Hart. I believe the Senator misunderstood me; we have never 
heard yet from the bank commissioner of Arkansas. He has never 
addressed a letter. to us. We would be very glad to sit down with 
him and try to resolve any differences, because we have the highest 
regard for him. For years we worked with Mr. Tom Leggett ean 
there. Mr. Leggett was president of our association. We would be 
very glad to work the things out or endeavor to work it out either in 
Little Rock or at the offices in St. Louis, or here, whichever suits 
his convenience. 

Senator Futsriewr. Mr. Harl, I was really more concerned about 
Mr. Lynch and his little bank than I was Mr. McKinley. He is more 
able to take care of himself in any discussion with you. Here are 
these fellows in a rather small town, and it seems to me they were 
getting a pretty bad deal when they were quite willing to go along 
with your requirements and everybody’s, but they were “the victim of 
this difference between you two. 

Mr. Hart. I didn’t know the bank had ever been chartered. 

Senator Furericur. It hasn’t been, and the reason it hasn’t been 
is because Mr. McKinley objects to their agreeing to your requirement. 
That is the only reason it hasn’t been. 

Mr. Haru. We asked him to carry the national average of 6.8. The 
Arkansas average is 6.6 right now. 

Mr. Futsrieut. He is willing to do that. 

Mr. Hart. If you will look at the map, the Arkansas bankers have 
done an admirable job. In 1946 we became tremendously alarmed 
at the way capital was receding from banks. In 1945, they had a ratio 
of 4.4. We have had financial cooperation from them, and they have 
now raised that 50 percent, you understand, Senator, 2.2; they have 
built it up to 6.6, and so what Mr. McKinley is talking about as of 
today is two-tenths of 1 percent. The bank can open, and we merely 
ask them to increase their capital when and if they get above the 
average. The average bank in Arkansas is 6.6 right now. 

Senator Futsrieur. He is not talking about the 2 percent, I don’t 
think; and Mr. Lynch—that is, the applicant for the charter—is quite 
willing to abide by your requirement. I am just saying that here is 
an innocent bystander who is suffering because of this picayunish, 
I think, difference between you and the bank commissioner. 

I think something ought to be done at least to relieve him. He 
apparently has no difficulty in raising the national average in capital. 

Mr. Haru. We are not asking him to raise the national average in 
capital. We have never yet asked him to do that. 

Senator F ULBRIGHT. I understood as one of your requirements you 
wouldn’t give insurance unless he had the national average. 

Mr. Haru. No, sir; we asked him to maintain the national average. 
He starts out with, we will say, $50,000 capital. He has in prospect 
a capital, I believe, of $65,000. He may operate 2 or 3 or 4 or 5 years 
before the growth of his bank will bring the capital ratio to the 
national average. 
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Senator Futsricur. I didn’t make myself clear. I was trying to 
say that the amount of money he has is immaterial. It is the fact 
you have required him to make an agreement and the bank com- 
missioner says, “I won’t give you a charter if you do everything the 
FDIC tells you, among them this.” The man has no objection to 
raising whatever you want. That isn’t the argument at all. 

Mr. Harv. We will be very glad to sit down and, at either St. 
Louis—— 

Senator Fursricnt. It isn’t between you and the bank. It is you 
and the commission. 

Mr. Haru. We will be glad to sit down with him just like Mr. 
Hospelhorn and Mr. Lyon have done. 

Senator Funsricut. I am not trying to take sides between you and 
the commission. I just felt a little sorry about the banker. 

Mr. Harv. Mr. Lyon and Mr. Hospelhorn are sitting here, and we 
are all trying to work this thing out, and we will be very glad to meet 
with Mr. Mec cKinley any place. We haven't had the good fortune of 
knowing Mr. McKinley. He has been bank commissioner down there 
for less than 2 years. We haven’t had a chance to know him, but 
we would be very glad to talk with him in Little Rock, or talk to him 
in St. Louis, or talk to him in W: ashington, whichever suits his 
convenience. 

Senator Futsrieut. The bank hasn’t got the charter yet. It is being 
held up because of this difference. 

Mr. Haru. We are perfectly willing to sit down and work it out. 

Mr. Lyon. We can work it out. 

Senator Futsrieut. I certainly want you to. He is crying his 
eves out. 

I want you to get him off my back. I am tired of hearing about 
it. As far as I am concerned, on that question, Mr. Chairman, “I don’t 
have anything further to offer. I am quite willing to accept their 
assurances they will try to work it out. 

Mr. Lyon. We will work it out, I am sure. 

Senator Futsrienr. If there isn’t anything else, though, there was 
one problem, and this may be repetition; but, Mr. Har], there was one 
point that has been suggested to me, and I expect you have covered 
it; that is, this question of purchasing of assets of banks which close 
up. Could you supply us, or have you already been requested to 
supply us with data on the amount involved ? 

Senator Frear. I have some requests to make of Mr. Har] before 
he leaves. That is one of them, but I have no objection to your making 
it. 

Senator Futerient. You go ahead. I thought you were about to 
stop, and I didn’t want to overlook it. Go ahead. 

Senator Frear. Is that all? 

Senator Fursrient. That was all, on this question of whether-or 
not it is beneficial to the FDIC to take over the assets of a bank, or 
whether or not it is better to pay off the insurance, of those insured 
deposits, and let it go at that. 

Mr. Hart. Senator, this policy was established by our predecessors, 
Mr. Leo Crowley and Senator Goldsborough. Our studies show it 
is more beneficial to the community and in the public interest, and 
we have that right under the statute. 
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Senator Frear. As was testified to by Mr. Harl this afternoon, 
section 13, we had some discussion on that, 

Senator Futsrient. I don’t question your having the right. I am 
asking you about whether it is good judgment, and whether it is good 
policy to do it. 

Mr. Haru. We think we could show the Senator by actual figures 
that the policy, which was established by our predecessors, Mr, Crow- 
ley and Senator Goldsborough, it is more economical to the Corpora- 
tion, better for the community, and that the entire transaction is in 
the public interest. 

Senator Futsricutr. Can you give to the committee specific data 
on, we will say, the last 5 years? 

Mr. Hart. We can, sir. 

Senator Futerient. On each case, and what I particularly want to 
see is the amount of money that you were obligated to pay under in- 
surance at the existing rate then, which was $5,000 on each account ; 
wasn’t it, up to this year? 

Mr. Hart. Up to last September. 

Senator Fursricut. And how much you actually put out in the 
FDIC funds in the purchase of those assets. 

I would like to see it in each individual case, and let the committee 
itself draw its own conclusions as to whether or not that was in the 
public interest. 

Mr. Haru. Yes, sir. 

Senator Futprient. How many cases of the purchase of assets have 
you had in the last 5 years ? 

Mr. Haru. Nineteen, sir. 

Senator Frear. He gave us an earlier statement on that. 

Do you have any further statements to make, Mr. Lyon? 

Mr. Lyon. Senator, if this is a hearing on the reappointment and 
confirmation of Mr. Har] 

Senator Frear. This is a hearing not only on the appointment of 
Mr. Harl, but also Mr. Cook. 

Mr. Lyon. And Mr. Cook. For myself, as an individual, and for 
the Association, we would like to recommend and urge—recommend 
to your committee, that these gentlemen be reappointed, and we urge 
that you do it. 

Senator Frear. Would you like to make that as of September 6, 
1951? 

Mr. Lyon. Yes, indeed. 

Senator Frear. Is that all? 

Mr. Lyon. That isall. 

Senator Frear. Mr. Hospelhorn ? 

Mr. Hosretnorn. Senator, I don’t think I have anything to sup- 
plement the present line of remarks before the committee, except to 
say that these points which are under discussion, are not a part of the 
confirmation of the two gentlemen. I think we are all on a common 
ground in believing that we want adequate capital in all our banks. 
The question is as to the procedure, and I agree with Mr. Lyon that 
where you can sit down at a table and talk to these gentlemen it can be 
worked out. 
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Senator Frear. How do you stand on dual banking? 

Mr. Lyon. We are not trying to take over the eicund Banking 
System. 

Mr. Hosretuorn. I wouldn’t be in the same system unless I believed 
in them. I have been in it since 1916, so you can understand I am 
quite a supporter of it. 

Senator Frear. 1 was sure you did, before I asked the question. 

Mr. Hosretnorn. I would also like to urge the committee if it is 
within my power to do so to confirm Chairman Harl and Mr. Cook 
because I think they have done a fine job in administering the affairs 
of the Corporation. 

Senator Frear. I think the subcommittee, as well as the full com- 
mittee, will be delighted to have the expressions of Mr. Lyon and 
yourself regarding the reaffirmation of the two gentlemen today. 

On behalf of the subcommittee and the full committee, we appre- 
ciate your coming today, Mr. Lyon, as well as Mr. Hospelhorn. We 
hope that you have enjoyed your short stay with this group this after- 
noon, and we extend a cordial invitation at all open he: arings, and not 
only that, but we would at all times like to have your opinion and 
advice on any matter that pertains to the problems that are presented 
to this subcommittee, most especially, as I am sure, the full committee. 

Mr. Lyon. Senator, thank you very much for saying that. We are 
glad of the chance of being « able to be here. 

Senator Frear. Thank you. 

Mr. Hosreiuorn. Senator, for the record could I say we claim 
Chairman McCabe as a Marylander ‘ 

Senator Frear. Well, I can’t prevent that from going on the 
record, but we are going to debate that some time. 

That is all I have, with the exception that I would like to ask Chair- 
man Harl to include, assuming it is not included in the requests of 
Senator Fulbright, the bank at New Kensington, if it is not in that 
list of 19. It perhaps is in that list. 

Mr. Haru. It will be. Of course, you realize that is a national 
institution. 

Senator Frear. Yes; I do, at least, I read it. 

Mr. Hari. We have some other institutions in which, for example, 
last year, out of four, two suicides occurred. 

Senator Frear. A member of this committee was very much in- 
terested in the affairs before the subcommittee. In no way is this 
intended to be personal, but the chairman of the subcommittee was re- 

uested, should any information be requested from the FDIC, the 
Chairman or its members, to include a request for data concerning 
Government-owned vehicles and chauffeurs assigned to the FDIC. 

Mr. Haru. Yes, sir. 

(The following was received in response to the above.) 

One of the activities of the Corporation is liquidation of assets acquired from 
closed insured banks as receiver, or by purchase to facilitate merger of insured 
banks in financial difficulties. Included in these assets are six unsold automobiles 
acquired from closed insured banks, or replacements thereof, which together with 
certain office furniture, fixtures, and equipment are utilized by the»local liqui- 
dators for official purposes pending disposition thereof. All expense of acquisition 
and operation is charged to the liquidation and the liquidation is credited with the 
proceeds of sale or transfer. In connection with receiverships, all charges and 


credits are of course subject to court approval before the Corporation is released 
from its responsibility as receiver. Control over the use of these cars is exercised 
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through limitation to 50 miles as the distance which a liquidator may travel 
from his official headquarters without prior approval of the Chairman of the 
Board. These automobiles represent only one of a variety of assets held by the 
Corporation as property of specific liquidations and are used on a temporary 
basis as a means of contacting debtors, inspecting properties, etc., thus ex- 
pediting liquidation activities. In addition thereto the Corporation owns and 
operates two passenger automobiles and one %4-ton truck which were acquired 
in 1947 to be used in the transaction of official business of the Corporation and 
are operated by the following personnel: 1 messenger-chauffeur, at $2,770, and 
2 messenger-chauffeurs, at $2,930. 

Senator Frear. If there is nothing further that anyone has to say, 
I would like to add my comments to the outstanding job that has been 
done by the chairman and Mr. Cook in furthering the soundness of 
the banking principles of this country. Again I say, we appreciate 
your appearance here today, the same invitation is extended to the 
Chairman and Mr. Cook as was extended to the gentlemen at the table 
here that we are always glad to have advice and opinions of problems 
that are presented to this subcommittee, and to the committee as a 


whole. 
Mr. Harv. Thank you. May I later submit some further informa- 


tion for the record. 
Senator Frear. Without objection that may be done. 
(The information referred to follows :) 


Deposit INSURANCE PROTECTION 
METHODS OF PROTECTING DEPOSITORS 


Under the Federal deposit insurance law the Corporation protects depositors 
in several different ways. When a bank is unable to meet the demands of its 
depositors, it can be placed in receivership, with the Corporation paying deposi- 
tors up to a maximum of $10,000 each ($5,000 before September 1950). How- 
ever, the Corporation has authority, under certain conditions specified in the 

,/aw, to protect depositors by making advances to an insured bank in difficulty 

to facilitate its merger or consolidation with another insured bank, or to 
facilitate the purchase of its assets and assumption of its deposits by another 
insured bank. Transactions of the second type are known as mergers or 
absorptions. Only the latter method has been employed by the Corporation 
since 1944. 

Decision as to whether a bank in difficulty is to be placed in receivership 
does not rest with the Federal Deposit Insurance Corporation. Merger is 
possible only through agreement with another bank which will take over the 
assets of the old bank, or through agreement with the people of the community 
who will provide sufficient capital for a sound new institution. The State bank 
supervisory agency in the case of a State bank or the Comptroller of the Currency 
in the case of a national bank and not the Corporation are empowered to place 
a bank in receivership. 

Protection of depositors through merger of an insured bank with another 
insured bank facilitated by financial aid from the Corporation has proved to 
be more advantageous than the receivership method. This method has been 
advantageous for the Corporation because its disbursements and losses in 
mergers were relatively smaller than in receiverships during the years in which 
both methods were used. The merger method is beneficial to the depositors 
since there is no cessation of banking services, interruption in the use of 
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accounts, or loss of funds. Moreover, the economic life of the immediate com- 
munity and the surrounding area is spared economic shock and the devastating 
effects of bank failure, with the attendant human suffering. Experience has 
demonstrated that preservation of depositor confidence, which is vital to the 
success of deposit insurance, can best be achieved in this manner. Furthermore, 
the same is very much in the public interest. 


RECOVERIES AND LOSSES IN RECEIVERSHIPS AND MERGERS 


A 1946 study of Corporation experience in extending necessary financial aid 
to distressed banks showed that estimated losses in receivership were 19 per- 
cent of disbursements as Compared with 7 percent in the case of mergers. This 
study covered $262 million of disbursements and a total of 399 banks whose 
depositors had been protected by the Corporation since its inception in 1934. 
Not only was the Corporation’s direct loss reduced when receiverships were 
averted, but it also was able to maintain public confidence in banks and to 
avoid losses growing out of the indirect effects of receivership which may pre- 
cipitate a series of bank failures among other insured banks. When the public 
loses confidence in banks, the resulting panic among depositors leads to bank 
runs. In these circumstances, even sound banks may require financial assist- 
ance that ultimately will result in loss to the Corporation. The results of the 
afore-mentioned study are illustrated by the following chart which was first 
published in the Corporation's 1946 annual report. 


PERCENTAGE RECOVERY AND LOSS ON FDIC DISBURSEMENTS 
IN RECEIVERSHIPS AND MERGERS, 1934-1946 


RECEIVERSHIPS ESTIMATED 
ADDITIONAL ESTIMATED 


MERGERS 
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PERCENT OF DISBURSEMENTS 


The actual experience of the Corporation since 1946 continues to prove that 
mergers are preferable to receiverships as a means of more adequately pro- 
tecting depositors in insured banks suffering financial difficulties. While the 
1946 study was based upon all of the information then available to the Cor- 
poration, a recent exhaustive analysis of all terminated cases reveals that 
losses in receiverships were 14.5 percent of disbursements as compared with 
6.5 percent in the case of mergers. The results of this study are illustrated 
in the following chart. 
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PERCENTAGE RECOVERY AND LOSS ON FDIC DISBURSEMENTS 
IN TERMINATED RECEI VERSHIPS AND MERGERS, 1934 - 1950 
AS OF DECEMBER 30, 1950 
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FEDERAL DEPOSIT INSURANCE CORPORATION 


EXPRESSION OF CONFIDENCE IN THE FEDERAL DEPOSIT INSURANCE CORPORATION 


Comments by the press whenever a bank is in difficulty testify that the 
public generally has confidence in Federal deposit insurance and that the 
management and policies of the Federal Deposit Insurance Corporation are 
in the public interest. 


[From the Philadelphia Inquirer of August 17, 1951] 
“New KENSINGTON AND THE FDIC 


“Embezzlement of $600,000—one-fifth of its resources—from the Parnassus 
National Bank, of New Kensington, Pa., is a grim personal tragedy to the accused 
bank president, his family, his friends and associates. 

“Twenty years ago, this affair would have been a tragedy as well to thou- 
sands of depositors, for it would have meant closing of the bank. Today the bank 
remains open, checks of depositors are honored, and not one, it is announced, 
will lose a penny. 

“This is due to one of the most sensible reforms of our times, the insurance of 
bank deposits, through the Federal Deposit Insurance Corporation. This agency, 
created in 1933, is supported by payments of member banks. In an emergency, 
it can borrow from the Treasury but never has done so. 

“Before 1933 the closing of-a bank was a disaster of the first magnitude, often 
toa whole community. Beginning in 1938, depositors of insured banks were pro- 
tected up to $5,000 of deposits, and more recently up to $10,000. In many cases, 
the FDIC also saved the bank, by reorganization. 

“A few comparative figures are interesting. United States bank failures ran 
from 500 to 900 a year from 1925 to 1929. In 1980 there were 1,352; in 1982, 1,456; 
in 1933, 4,004. By 1941 there were only eight, in 1944 only one, in 1945 and 1946 
none, in 1947 one, in 1948 none, and so on. What a difference the FDIC made. 

“New Kensington knows that, gratefully, today.” 
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{From the Pittsburgh Post-Gazette of August 18, 1951] 
“PROGRESS IN BANKING 


“There was a time not long ago when a $600,000 bank embezzlement would have 
‘aused more dismay than astonishment. Now, happily, the situation is reversed. 
Thanks ot the Federal Deposit Insurance Corporation, depositors in the Parnassus 
National Bank of New Kensington will lose nothing as a result of the bank presi- 
dent’s incredible defalcations. 

“The FDIC was organized under authority of the Banking Act of 1933. All 
banks which are members of the Federal Reserve System are, under the law, 
insured under the permanent insurance plan and are subject to periodic checks by 
Federal examiners. That being the case, depositors must wonder how the presi- 
dent of the Parnassus Bank could get away with his manipulations over a period 
of 16 years. They must conclude that the examiners were woefully inept or 
that the bank official was a wizard at covering his thefts. 

“Actually, banks probably never will reach a point at which their funds are 
theft-proof. Periodically, we must learn to our amazement that some trust pillar 
of the business community has his upon a scheme by which he can, for a time, rob 
his customers. . 

“There is satisfaction, however, in the knowledge that insured banks are closely 
supervised and that techniques for detecting thefts are constantly being improved. 
It is becoming increasingly difficult to loot a bank from within and, in those rare 
instances where it is done, the depositor is not ruined, That represents consider- 
able progress in banking.” 


{From the Toledo Blade, June 5, 1949] 





“RBankK SHORTAGE Harp BLtow TO AREA VILLAGE—WESTON RESIDENTS TELL OF 
SURPRISE AT ARREST OF DEWESE 


“The stunned community of Weston was gradually settling back yesterday to a 
‘business as usual’ frame of mind, after the arrest of its prominent citizen, Bur- 
ton DeWese, in connection with an alleged shortage of more than $100,000 in 
private bank accounts. 

Mr. DeWese, 46, a $56 a week director and head cashier of the town’s only 
bank, was arrested Friday by FBI agents and is now in Lucas County jail under 
$25,000 bond. 

“A general feeling of confidence in the promise by the Federal Deposit In- 
surance Corporation to cover all deposits has helped bolster morale among Wes- 
ton’s 900 residents. 


““LIKE AN ATOM Bomes’ 


“There was no air of panic or of despair evident in the conversations of more 
than a score of Western inhabitants yesterday; only a natural reaction of shock 
from a story which broke as one of them put it ‘like an atom bomb’ and a pro- 
found feeling of sympathy for other members of the DeWese family. 

“Nearly every person questioned yesterday said it seemed impossible to him 
that Mr. DeWese could be guilty of causing the bank shortage. ‘Why I went 
to school with him—played ball with him—knew him intimately at church, club 
meetings, civic groups—would have trusted him with my last penny’—were 
typical of the comments along Weston’s main business street. 

“The fiirst news the town received of the story was when the Blade reached 
there late Friday. The Citizens Savings Bank of Weston, where Mr. DeWese 
had worked for 18 years, opened its doors promptly at 9 a.m. yesterday, and 
conducted business throughout the day. 

“There has been no run on us—nothing of the sort,’ said William Singer, Wes- 
ton hardware man and president and the bank. ‘We are operating on a normal 
schedule and expect to do so until we close June 11.’ While Mr. Singer was 
speaking, State and Federal bank examiners were busy in the bank’s crowded 
office getting records in shape for a complete audit. 

“While most bank depositors encountered yesterday said they were satisfied 
with the seenrity furnished their accounts by the FDIC, some individuals did 
withdraw their accounts. One—Donna Jean Christy, a bookkeeper in the J. and 
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M. Department Store, across the street from the bank—said she did it for sake 
of convenience. ‘It was easier for me to get it here than to have to go to 
Bowling Green next week to withdraw it,’ she said. 

“The Citizens Bank will be open until the close of business June 11, at which 
time all records and accounts will be transferred to the Bank of Wood County, 
Bowling Green, 9 miles to the northeast, 


“Some WiTrHpDRAW MoNEry 


“Herman DeLong, Weston construction workman, was anothe: who planned to 
withdraw his money. Speaking in George Brown’s barber shop, down the street 
50 yards from the bank, where a number of Weston men gathered to discuss the 
story, Mr. DeLong said yesterday, ‘I’m taking it out now because I know I can 
get it today, but I don’t know what will happen Monday or next week.’ 

“A customer in Mr. Brown’s barber chair, Burl Smith, said he stood behind a 

woman who withdrew her account early yesterday morning. ‘Most people here, 
I think, feel the same is I do about it. It’s a tough blow to the town, but I 
think things will right themselves in the end.’ 
_ “Businessmen in Westen expressed more concern over the effect of the com- 
munity of the loss of its only bank. John Rosendale, of the J. and M. Depart- 
ment Store, summed up the businessman’s point of view when he said, ‘The loss 
of its only bank to a town like Weston might have a serious effect on its further 
growth and on business itself. Lots of people who come into town to go to 
the bank drop into the stores on the way home. We hope the closing of the 
bank is not a permanent thing because it could hurt all of us.’ ” 

“Other businessmen said they felt that new businesses might not locate in 
Weston in the future if the town had no bank. 


“GUILT IS QUESTIONED 


“Many hesitated to comment on the story because of their close business and 
social associations with Mr. DeWese. One man, who said only that he is con- 
nected fraternally with Mr. DeWese, refused to believe Mr. DeWese guilty. 
‘Burton is only the “fall guy” in this, 'm convinced. Why I went through 
school with him and I know the stuff he’s made of.’ 

“One exception to the general feeling of sorrow for Mr. DeWese was expressed 
by a woman who said she is a stockholder in the bank. ‘While it’s a terribly 
shocking thing to happen in a town like this.’ I’s surprised at the sympathy Mr. 
DeWese is getting. ‘he depositors are protected, that’s true—but what about us 
stockholders?’ 

“Mr. Singer, bank president, said that stockholders might stand a chance of 
loss should the bank be unable to straighten out its financial problems. ‘But 
we will have to wait a while to know just what's left for the stockholders,’ he 
said. 

“CHIEF TOPIC IN STORE 


“Carl Gamble, owner of Carl’s Food Market, said most of his customers yester- 
day talked only of the bank story. ‘Most of them are more concerned over the 
inconvenience the closing of the bank will cause them over their own money.” 
he said. 

“From Roy Kelsey, an employee of the DeWese Oil Refinery, owned, he said, 
by Henry DeWese, a cousin of the accused banker, came the comment, ‘It’s 
just one of those things that can happen to a nice guy.’ Many other Weston 
residents echoed the sentiment.” 





{From the Detroit (Mich.) Times, March 28, 1950] 


“BusINess Topay—Qvuick AcTION By UNITED States Saves DEPOSITORS 


“(By James Boynton, Detroit Times financial editor) 


“The dispatch and efficiency with which the Federal Deposit Insurance Cor- 
poration moved into the Westphalia State Bank shortage situation deserves the 
highest commendation. 

“The FDIC promptly advanced $1,000,000 to protect all insured deposits. 
FDIC insures in full all deposits of $5,000 and under and first $5,000 of deposits 
over $5,000. 
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“Then it negotiated a deal with the Maynard-Allen State Bank in nearby 
Portland to take over the assets and business of the Westphalia bank. Under 
the arrangement, no depositor, with the exception of those who own stock in 
the bank, will suffer a loss. 

“The result was that none of the Westphalia townspeople yesterday were 
very perturbed, 

“SAVED FROM PANIC 


“But suppose there had been no FDIC. 

“Tiny Westphalia and its surrounding trading area would have been thrown 
into pandemonium. Long lines of sorrowful people would have beseiged the 
bank. 

“In those lines would have been pensioners who would be worrying and wonder- 
ing where their next meal was coming from. Farmers who would have lost the 
profits from their good crops of the past few years; businessmen who would 
have lost all of their business capital and parents who would have had to write 
to sons and daughters away at school that their education money was gone and 
they would have to come back home. 

“This column again salutes the FDIC.” 


[From the Hammond, Ind., Times, April 2, 1950] 
“THE Security or FDIC 
“(Detroit Free Press) 


“Westphalia, Mich., is a tiny hamlet of 375 population, the center of a thriving 
farming community about 20 miles from Lansing. 

“Like most prosperous communities of its kind in Michigan it has a bank— 
the Westphalia State Bank—in which the people have deposited their savings. 

“At the moment the bank appears to be in some sort of difficulty. It is being 
investigated by State and Federal authorities to determine if ‘irregularities’ 
exist, and to sift out local rumors of shortages. 

“There was a time when such reports, drifting through the locality, would have 
caused a run on the bank. It might have created a small panic which would 
have been felt with disastrous results far beyond the confines of Wesphalia. 

“That, however, is not the case any more. The deposits in the bank are all 
insured by the Federal Deposit 'nsurance Corp. If there are ‘irregularities’ or 
if shortages are found to exist, no depositor will lose a cent. The people know 
this, and the community is calm. 

“That fact is the strongest argument in favor of the FDIC, a protective device 
which was first proposed by Michigan's Senator Arthur Vandenberg, but claimed 
by the New Deal. The FDIC, in effect, tells the depositor that the integrity of 
the United States stands as security against the loss of his savings. It has 
put an end to the day when banks are wrecked by wild fright.” 





{From the Daily Times-Democrat, Pryor, Okla., November 11, 1948] 


“THANK Gop FOR THE FEDERAL DeposiIr INSURANCE CORPORATION 


“(An editorial) 


“People who lived during the past depression, and happened to be residing in a 
community where there was a bank failure, can appreciate the beneficent and 
glorious service the Federal Deposit Insurance Corporation is rendering to this 
community at this hour. 

“The Federal Deposit Insurance Corporation started work quickly upon dis- 
covery by the bank examiners of the condition of the bank. For their prompt- 
ness this community will be forever grateful. 

“Moreover, the people of this community should be grateful for the fact that 
we have living in our community, men with determination and financial means, 
to assist in building the financial structure of even a larger bank than the old 
one. And also we should be pleased that our community has attracted Charles 
H. Fawks, president of the new bank, to come here with his talents and means, 

“This is the hour when due credit should be acknowledged and this community 
will be grateful forever for the ultimate and satisfactory relief from this finan- 
cial crisis. 
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“Under the Federal Deposit Insurance Corporation, deposits are guaranteed 
up to $5,000. However, in the case of the Pryor bank, a new bank having been 
organized, the Federal Deposit Insurance Corporation will make a purchase of 
the assets of the old bank and all depositors will be paid in full.” 


{From the Independent, Anderson, S. C., February 12, 1949] 
“FDIC Worrn Is PROovEN AGAIN IN HANDLING OF DoNALDS BANK AFFAIRS 


“News that the affairs of the Peoples Bank of Donalds have been liquidated 
is Simultaneously a tribute to the vigilance of Federal Deposit Insurance Cor- 
poration and to the basically sound economy of this area. 

“When it became evident, late in 1947, that the Peoples Bank of Donalds had 
been making loans far outside its normal trade area, the Federal Deposit In- 
surance Corporation, in conjunction with W. Royden Watkins, South Carolina’s 
chief bank examiner, moved in promptly to protect depositors of the bank. 

“It was arranged for the Commercial Bank, Honea Path, to take over all 
deposits of the Peoples Bank of Donalds. They also took over prime assets of the 
Donalds Bank, and Federal Deposit Insurance Corporation put up altogether 
$148,000 in cash to make up the balance. 

“Every depositor was protected in full, and there was no interruption in bank- 
ing service to the folks in Donalds. On Friday of one week they were customers 
of the Peoples Bank of Donalds and on Saturday they were customers of the 
Donalds branch of the Commercial Bank of Honea Path, where their deposits 
continue to be protected by FDIC. 

“All assets of the Peoples Bank of Donalds not taken over by the Honea Path 
institution were taken over for liquidation by FDIC. And here is where we 
must pay tribute to the basically sound economy of this part of South Carolina. 

“Chairman Maple T. Harl of Federal Deposit Insurance Corporation an- 
nounced iast Friday that liquidation of these assets had produced enough to 
repay FDIC its advance in full and all expenses of liquidation and that, in 
addition, there would be turned back to stockholders of the old Donalds bank 
eash and other assets exceeding the par value of their common stock. 

“Our neighbor, J. Moore Mars, as local attorney for Federal Deposit In- 
surance Corporation, was instrumental in achieving this fine liquidation record. 

“Primarily, though, satisfaction and pride is found in the fact that there 
exists today an organization that prevents the panic and the waste of sound 
values that used to follow rumors of a bank’s being in difficulty. 

“People today know that Federal Deposit Insurance Corporation stands behind 
their deposits in insured banks. They know that if their bank gets into tem- 
porary difficulty they need have no fear for the safety or availability of their 
funds, because FDIC will move promptly, just as it did in the Donalds case. 

“Already, the Corporation has disbursed more than $305,000,000 to protect 
1,300,000 depositors in 407 insured banks throughout the country. Its funds are 
paid in by big and little bankers in all the 48 States, and its methods of operation 
throw the strength of the whole banking system of the Nation behind any in- 
stitution or any section of the country that is threatened by disaster. 

“Citizens can be thankful that Federal deposit insurance works constantly to 
keep anything bad from developing in our banks and that the Corporation is 
right there as protection in case of emergency.” 


[From the Raleigh, N. C., News and Observer, July 11, 1950] 
“BONNER LAups ACTION IN AURORA BANK Move 


“Washington, July 10.—Representative Herbert C. Bonner of Washington, 
N. C., tonight commended the Federal Deposit Insurance Corporation for its 
prompt action in stepping in to protect depositors of the Aurora, N. C., bank 
which closed late last week. 

“Bonner said that the FDIC moved swiftly to have the Guarantee Bank & 
Trust Co. of Greenville take over the operation of the Aurora bank. 

“*There is no cause for any depositor to be alarmed,’ said Bonner. ‘Their 
money is protected to the full extent of the law.’ (Up to $5,000 for each in- 
dividual depositor.)” 
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{From the Chicago Herald American, September 24, 1949] 
“BanK Fars, put TowN Is SERENE 
“(By Robert P. Vanderpoel, financial editor) 


“In northeastern Indiana there is the little town of Spencerville. It is one of 
those typical American crossroads towns with a few stores, a grain elevator, and 
a small bank. 

“Spencerville, with its population of 310, isn’t really large enough to support a 
bank, but it was always a great convenience to the merchants and in particular 
to the neighboring farmers. In fact, the bank was called the Farmers and 
Merchants State Bank. It had total deposits of around $550,000. The president 
and vice president of the bank were community leaders who had no hand in the 
actual operation of the little institution. This job was left to the cashier, C. G. 
Rechtenwall. : 

“This week the bank examiners appeared and Rechtenwall disappeared, with 
an apparent shortage in his accounts of between $60,000 and $100,000. 

“If this had happened in the days before 1932, a great cloud would be hanging 
over this entire farming community today. The bank would be closed, depositors 
would be downcast, there would be many cases of real hardship, and jitteryness 
would spread fanlike over the whole northeastern portion of the State and into 
Ohio. As it is, the bank is open, depositors have been assured that there will be 
no loss to anyone and future banking facilities will be supplied by the Auburn 
State Bank, in nearby Auburn. 


“FDIC PRETECTS DEPOSITORS 


“This happy state of affairs was made possible because of the Federal Deposit 
Insurance Corporation, which made arrangements for the transfer and guaran- 
teed all deposits. Maple T. Harl, Chairman of the FDIC, states that this is the 
four hundred and tenth ‘situation’ into which the FDIC has moved to protect 
depositors in an insured bank that encountered difficulties. 

“It represents a long step forward from the jungle days of the twenties, when 
bank failures were occurring in large numbers, frequently bringing economic 
paralyzation to entire communities, with its disrupting effects extending over 
ever widening areas. 

“The bankers of those days gone by fought Federal insurance of deposits, 
declaring that it would make for unsound banking and bankrupt the Federal 
Government. The bankers of today know that insurance of deposits is probably 
the greatest blessing that has come to the banking business of the country in its 
history. 

“There are still a few banks which do not carry this insurance. We think their 
managements are foolish, but no more foolish than their depositors.” 





[From the Tarentum (Pa.) Valley News, August 24, 1951] 
“DeposiITors SAFE 


“How times have changed! 

“Only a few years age the news that a bank president had looted the bank of 
$600,000 or only $60,000 would have thrown any small community into a state of 
panic and frenzy. 

“Yet, there was hardly a ripple on the surface of New Kensington’s business life 
last week when that very thing happened. Along with the announcement came 
assurance that no depositor would lose a single penny because the deposits were 
insured by the Federal Deposit Insurance Corporation. 

“Business went on at the bank as usual. Patrons came and went. Some 
withdrew money, others made deposits. They knew there was nothing to fear. 

“All banks which come under the Federal Reserve System have this insurance. 
Periodic checks are made at ail banks by expert examiners. How they missed 
the signs that something was amiss at the Parnassus bank is a mystery. How- 
ever, these examiners were dealing with a shrewd man in the person of Ludwig 
Schlekat, the president, who confessed the defalcations. 

“The day will never come when banks will be absolutely theft-proof. Unfor- 
tunately time and experience have shown there can be thieves inside as well as 
outside. 
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“Depositors, however, will find much satisfaction in the knowledge that with 
Uncle Sam keeping such a watchful eye, it is no longer as simple a matter as it 
once was to loot a bank and that if lootings do occur, the depositor is not going 
to be ruined.” 





{From the Chicago Herald-American, February 8, 1949] 


“FDIC Once More Proves WortH to Unitrep States Economy—OneE BANK’S 
TROUBLES TopAy ARE Not DISTURBING 


“(By Robert P. Vanderpoel, financial editor) 


“Despite a defaleation estimated at $200,000 by its cashier, the First National 
Bank of Dyer, Ind., is operating as usual. 

“In the old days, an episode of this sort would have caused an immediate 
run on the bank and the chances are that very quickly it would have closed 
its doors. There would have followed other, more moderate runs on nearby 
banks and the Dyer bank would have gone through the long and costly process 
of receivership and liquidation. 

“At best, depositors’ money would have been tied up for a long period and 
business in the whole community would have suffered. At worst, depositors 
would have received only a gradual and partial return of their funds over a 
period of years. Stockholders would have been assessed their 100 percent 
double liability and a substantial amount of the assets would have been eaten 
up with the fees of receivers, attorneys, and what not. 

“As it was, with deposits insured up to $5,000 by the Federal Deposit Insur- - 
ance Corporation, there was no fear on the part of small customers of suffering 
any loss. Consequently, there was no run, no frantic efforts to liquidate under 
unfavorable circumstances. 


“LOANS WILL BE GUARANTEED 


“Instead plans were made for the bank to be taken over by the Gary National 
Bank with the Federal Deposit Insurance Corporation guaranteeing loans up 
to $1,000,000 and agreeing to assume slow-paying loans at the end of a 6-month 
period. 

“This episode recalls the manner in which almost every banker in the country 
opposed Government guarantee of bank deposits prior to the bank crisis of 
1933. Today the bankers recognize this insurance as the greatest blessing that 
has come to their business. They no longer lie awake nights fearful of runs 
that sometimes started from rumors that had no basis in fact. 

“The bankers opposed Government insurance because certain of their leaders 
told them it would bankrupt the Government, made for bad, reckless banking 
and be a first step toward complete Government control. The propaganda 
along this line had been so active and persistent that it was almost universally 
believed. 

“Today it would be difficult to find a banker in the country who is not whole- 
heartedly in favor of Government insurance. 

“There are other propaganda waves, however, that have swept the country 
which are just as false, just as injurious as the campaign against insurance of 
deposits prior to 1933. 


“ASK FOR CUT IN INSURANCE FEE 


“Further there is another movement now on foot in connection with the insur- 
ance of bank deposits that impresses us as completely unjustified. It is to lower 
the insurance charge from the present level of one-twelfth of 1 percent of 
deposits. Those who have been advocating this have a plausible case. Distri- 
butions as a result of failure have been very small, the FDIC has paid off 
completely the funds advanced by the Government for setting it up and its 
capital funds now exceed a billion dollars. 

“Superficially, certainly, a lower insurance fee would seem to be adequate. 
There are important factors, however, that make for an opposite conclusion. 

“First, deposits have soared since the creation of the FDIC. Liabilities have 
risen proportionately. 

“Second, the whole life of the FDIC has been in a period of expanding busi- 
ness. There have been almost no bank failures because there have been few 
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failures of any kind and business has been excellent. What the future may 
hold, however, nobody knows. The test of the FDIC will come when times 
get tough. 

“Third, bank earnings have been very satisfactory. As a result, the banks 
do not need at this time relief from the insurance charge.” 


INFORMATION REQUESTED IN INDIVIDUAL CASES AS To PROTECTION OF DEPOSITORS 


AUGUSTA COUNTY BANK, INC., CHURCHVILLE, VA. 


Cause of bank’s difficulties: Uneconomic unit which could no longer be 
operated successfully and a shortage which seriously impaired the capital 
structure of the bank. 

Assuming bank: The National Valley Bank, Staunton, Va. 

Date of purchase of assets by Federal Deposit Insurance Corporation: 
September 16, 1946. 


ee TT ene eee en een aeen a _.... $348, 692. 07 
Cee en nnn nnn ieneeanweni $12, 257. 40 
Number of depositors with deposits in excess of insured limit- as 5 
eS Cease __.. $336, 434. 67 
Disbursements by Federal Deposit Insurance Corporation to pro- 

tect depositors : 


Purchase price of assets (net)... --~- ES $248, 029. 44 
Advances for protection of assets_._......-..-~-~- és $25. 62 
Cc wetintnnamumn _. $10, 909. 66 


Kicicdeanwnnsn: Pee, Woks TS 


Corporation reimbursed in full for all disbursements. 
Excess assets and cash returned to bank. 


I a amid 


THE FIRST NATIONAL BANK, EVANSTON, WYO. 


Cause of bank’s difficulties : Defalcation of officer which was sufficient to wipe 
out the capital and surplus of the bank. Suicide. 

Assuming bank: First National Bank in Evaston, Evanston, Wyo. 

Date of purchase of assets by Federal Deposit Insurance Corporation: Jan- 
uary 13, 1947. 


Total deposit Madiityo 2. 2s tt iii ce ga I st oe $2, 011, 367. 94 
Tee enonren Geneeiine. oo a ee _ $379, 414.91 
Number of depositors with deposits in excess of insured limit__-_- 59 
Secured deposits in excess of insured limit___..._._._.___-___-____-__- $241, 669. 61 
Neen nn nn ee eal ae ars cb cnceharmeneneneaahitiendl $1, 390, 283. 42 


Disbursements by Federal Deposit Insurance Corporation to pro- 
tect depositors : 


Purchase price of assets (net)_._--.__--_-__-- $ $107, 399. 79 
RI CI i io cre cwtrthnteennnean $18, 579. | 60 
Nee nnn eh cise eeeelapenel $125, 979. 39 
Total collections and recoveries on purchased assets__________-__ $112, 136. 30 
calcd $13, 843. 09 


THE FIRST NATIONAL BANK OF LEMONT, LEMONT, ILL., AS OF JUNE 30, 1951 


Cause of bank’s difficulties: Defaleations of cashier and assistant cashier in 
conjunction with village officials was sufficient to wipe out the capital and sur- 
plus of the bank. 

Assuming bank: The Lemont National Bank, Lemont, Ill. 


Date of purchase of assets by Federal Deposit Insurance Corporation: January 
27, 1947. 


an RI ae ERRATA TE ASE SLES pNP Oe i ae eC $1, 749, 814. 01 
Ce a ie al iscicips mena badisnenewmnanonenaien $108, 344. 45 
Number of depositors with deposits in excess of insured limit____ 46 


a ceed dasoich a pancaneeinldaciaite $1, 641, 469. 56 
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Disbursements by Federal Deposit Insurance Cor- 
poration to protect depositors : 


Purchase price of assets (net) ~.--__---___~- $400, 347. 56 

Advances for protection of assets______.________ $558. 17 

Liquidation -expenen@c oe ae $64, 662. 96 
otal cae a $465, 568. 69 
Total collections and recoveries on purchased assets____--~ $429, 260. 84 
Estimated additional recovery on purchased ne $36, 307. 85 


No loss estimated. 





THE CENTRAL CITY NATIONAL BANK, CENTRAL CITY, PA. 


Cause of bank’s difficulties: Shortage resulting from peculations by assistant 
cashier which was sufficient to wipe out the capital and surplus of the bank, 
Suicide. 

Assuming bank : Citizens National Bank in Windber, Windber, Pa. 

Date of purchase of assets by Federal Deposit Insurance Corporation: July 





14, 1947. 

CRIES IOI, TEIN isi aiscsk., aicrenscicds aipsealionaienn dare camigaiciasoretins el $1. 709, 000. 27 
RR NE IIIs cace sh nineteen ccaatnh ssa as aoaceamadineoio $133, 507. 01 
Number of depositors with deposits in excess of insured limit__—~ 41 
Repel a ai esc dlc alicanahd cig clon uit eae eae $1, 575, 493. 26 


Disbursements by Federal Deposit Insurance Cor- 
poration to protect depositors : | 


Purchase price of assets (net) .--_-___-_-__-_____ $107, 992. 49 | 
Advance for protection of assets__.__...____-__-__ $16. 50 
Ree: MN aii is ct nites ngewe $6, 104. 87 

ta Ter isd i sis ih hie eee ene $114, 113. 86 


Corporation reimbursed in full for all disbursements. Excess assets and cash 
returned to bank. 


PEOPLES BANK OF DONALDS, DONALDS, &. C 


Cause of bank's difficulties: Overextension of credit and other poor manage- 
ment practices which seriously impaired the bank's capital structure. 
Assuming bank: The Commercial Bank, Honea Path, 8. C. 

Date of purchase of assets by Federal Deposit Insurance Corporation: 
December 2, 1947. 


PS nnn UO ne ee 713, 458. 67 
CE ene eee ence eee ee $87, 569. 71 
Number of depositors with deposits in excess of insured limit Sea 15 
UN iin aah aie i ar onan eg odes hai tg ta as aga cee aed $625, 888. 96 


Disbursements by Federal Deposit Insurance Corpora- 
tion to protect depositors : 






Purchase price of assets (net) -._-------_-_-__-__ $161, 656. 88 
Advances for protection of assets___-_._.__-_-___-_-- $97. 89 
CT SE eee Stee $9, 525. 74 






~ 


es Ne eee en cee $171, 280. 51 


Corporation reimbursed in full for all disbursements. 
Excess assets and cash returned to bank. 










LYONS, WIS., AS OF JUNE 30, 1951 





LYONS STATE BANK, 








Cause of bank’s difficulties: Overextension of credit resulting in losses 
sufficient to wipe out capital. 

Assuming bank: Meinhardt Bank, Burlington, Wis. 

Date of purchase of assets by Federal Deposit Insurance Corporation ; Decem- 
ber 8, 1947. 








Totel deposit. UepiNGf i. ioe ea a ei $842, 733. 19 
Umipaured mNSecined SOpONIIS oss ke a ie ec $57, 254. 19 
Number of depositors with deposits in excess of insured limit... oi 3 31 






ER I snacks sects laa Rite asec elae eek copiigsed its ite ica aac ecidmstncn ec os $785, 479. 00 





peace 
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Disbursements by Federal Deposit Insurance Corpora- 
tion to protect depositors : 


Purchase price of assets (net) ....-_.---__-_____ $806, 798. 19 
Advances for protection of assets____.....__._.__- $54, 947. 23 
Dement CR oe $42, 026. 92 
re a a searcuia ee a tials $903, 772. 34 
Total collections and recoveries on purchased assets__..___________ $532, 325. 98 
Estimated additional recovery on purchased assets_._.__.___________ $251, 446. 36 
Feeee eee ee ee ene nnn cage ereruenseiciomnenelen $120, 000. 00 


COLUMBUS TRUST CO., NEWARK, N. J. 


Cause of bank’s difficulties: Defalcation of officer which seriously impaired 
the bank’s capital structure. 

Assuming bank: United States Trust Co., Newark, N. J. 

Date of purchase of assets by Federal Deposit Insurance Corporation: July 
26, 1948, 


TOR ns | TIRMNO Ne ke Betis ath -. $7, 929, 076. 20 
PrN soo eS Sa sastals. - ee “3600, 538. 11 
Insured deposits__..._..~-._- 7 538. 09 


oo i St a to AS Se eS ERS ne aD Oe Sh es OD a a we - meen eh nes ensiciivets com 87, 328, 


Disbursements by Federal Deposit Insurance Corporation to pro- 
tect depositors : 
Purchase price of assets (net) ____-___--_-_-- $1, 534, 191. 41 
Advances for protection of assets__._._______-- $9, 185. 37 
arr GN os es $60, 814. 12 


Total disbursements________ a NE coat er SY . $1, 604, 190. 90 


Corporation reimbursed in full for all disbursements. Excess assets returned 
to bank. 


THE AMERICAN NATIONAL BANK OF PRYOR CREEK, PRYOR, OKLA., AS OF JUNE 30, 1951 


Cause of bank’s difficulties: Defalcation of vice president which wiped out the 
capital and surplus of the bank. 

Assuming bank: American National Bank in Pryor Creek, Pryor, Okla. 

Date of purchase of assets by Federal Deposit Insurance Corporation: Novem- 
ber 22, 1948. 


Total deposit liability._........._.._-- 3 eae A a sstinee - tig Lea es ae 
Uninsured unsecured deposits___—.~- Bo pee ye 
Number of depositors with deposits in excess of | insur ed imit 26 
Secured deposits in excess of insured limit See gesct ._ $456. 859. 80 
Tere monn oe $1, 573, 974. 95 
Disbursements by Federal Deposit Insurance Corporation to pro- 
tect depositors : 

Purchase price of assets (net) —~~-~-~- __. $1, 133, 466. 89 

Advances for protection of assets 

Liquidation expenses____---~_- 


‘Tora: dispursements a a Bes 2 $1, 208, 706. 03 





T'otal collections and recoveries on purchased assets____---_--_____ $547, 719. 30 
Amount of loss (estimated *)___________ a __ $660, 986. 73 
1In order to reduce expenses, the local liquidation office was closed and $18,922.78, ap- 


praised value of assets, was credited to the liquidation. Among the remaining assets yet 
to be liquidated are items in litigation totaling $75,909.91, which will alter the net result 
when finally determined. The loss as of June 30, 1951, is indicated on the books of the 
Corporation at $660,986.73. 
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THE FIRST STATE BANK, FRANKLIN, TEX., AS OF JUNE 30, 1951 


Cause of bank’s difficulties: Bank caught in an $80,000 “kite” transaction 
which seriously impaired the bank’s capital structure. 

Assuming bank: The First National Bank of Franklin, Franklin, Tex. . 

Date of purchase of assets by Federal Deposit Insurance Corporation: Decem- 
ber 20, 1948. 


Tchad IE AI a is ii cacees pectin oncniteapannietinon tereglee-tetare $609, 373. 58 
Uninsured unsecuted deposite..__..__ ne ee ene nniore $61, 627. 05 
Number of depositors with deposits in excess of insured limit... 12 
Secured deposits in excess of insured limit.>_~-.-.---.---_--_--_- $48, 772. 50 
Tanai aN a teenie $503, 974. 03 


Disbursements by Federal Deposit Insurance Corporation to pro- 
tect depositors : 


Purchase price of assets (net) --_.--______--_-_- $240, 001. 39 
Advances for protection of assets__.__._._--_-.--- $934, 37 
ReGen ccm atapioneeatn $26, 001. 20 
SIR, nT ed $266, 936. 96 
‘lotal collections and recoveries on purchased assets_...._._.------_- $252, 425. 31 
Estimated additional recovery on assets purchased____.-._...----- $511. 65 
DE BE BOE AOE tid sede nee ete hee eemenes $14, 000. 00 


THE FIRST NATIONAL BANK OF DYER, DYER, IND., AS OF JUNE 80, 1951 


Cause of bank’s difficulties: Shortage on the part of cashier which wiped out 
the capital and surplus of the bank. 

Assuming bank: Gary National Bank, Gary, Ind. 

Date of purchase of assets by Federal Deposit Insurance Corporation: Febru- 
ary 21, 1949. 


Pt SII, I ori meee $3, 387, 158. 68 
I i a ay $566, 534. 11 
Number of depositors with deposits in excess of insured limit._._ 97 
TE I ai reac caecimattinin telat an iivacitneclieaies $2, 820, 624. 57 


Disbursements by Federal Deposit Insurance Corporation to pro- 
tect depositors : 


Purchase price of assets (net) _.--_._---__-_- $1, 281, 180. 40 
Advances for protection of assets___._.___.___- $15, 858. 90 
Liquidation expenses... <2 in en $51, 399. 95 

IE Tr insta cheaper Raieaaieeds $1, 348, 439. 25 

Total collections and recoveries on purchased assets_.._.._._-_- $1, 267, 994. 37 

Dat 0 Wale Ca ne $80, 444. 88 


1In order to reduce expenses, the local liquidation office was closed and $12,047.03 ap- 
praised value of assets was credited to the liquidation. Among the remaining assets yet 
to be liquidated are items such as those in litigation which will alter the net result when 
finally determined. The loss as of June 30, 1951, is idicated on the books of the Cor- 
poration at $80,444.88. 


STOCKMEN’S BANK OF MARTINSDALE, MARTINSDALE, MONT., AS OF JUNE 30, 1951 


Cause of bank’s difficulties: Defalcation of cashier, which was sufficient to 
wipe out the capital and surplus of the bank. 

Assuming bank: The Continental National Bank of Harlowton, Harlowton, 
Mont. 

Date of purchase of assets by Federal Deposit Insurance Corporation: May 8, 
1949. 


"Debeal Gencutt Tiwi ey ae a ee ot Ss $797, 272. 57 
Unimouted :uaeeciren. Benemte se ao ep ukencnoe $187, 107. 34 
Number of depositors with deposits in excess of insured limit. __ ~~ 30 
Secured deposits in excess of insured limit.___-__.-__---.-.-_- -- $25, 000. 00 


SCL | NI i sb es idk Seinen ees ee een a $585, 165. 23 











ane: 
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Disbursements by Federal Deposit Insurance Corporation to protect 


depositors : 





Purchase price of assets (met) —.-.-----.___---_- $389, 687. 34 
Advances for protection of assets__..___.___..-~~- $1, 018. 60 
Liquidation: expemiges@ii.o- ot $13, 730. 10 
Fee essanesbtourenanemneionas $404, 436. 04 
Total collections and recoveries on purchased assets______-.-----~ $285, 463. 66 
It a  eceeppirernemeeenanenen $118, 972. 38 


1In order to reduce expenses, the local liquidation office was closed and $401 appraised 
Value of ‘assets was credited to the liquidation. The proceeds from the liquidation of the 
remaining assets will alter the net result when finally ao The loss as of June 30, 
1951, is indicated on the books of the corporation at $118,972 


THE CITIZENS BANKING ©O., WESTON, OHIO 


Cause of bank’s difficulties: Defalcation of officer, which was sufficient to 
wipe out the bank’s capital and surplus. 

Assuming bank: The Bank of Wood County Co., Bowling Green, Ohio. 

Date of purchase of assets by Federal Deposit Insurance Corporation: June 13, 
1949. 


Sr en dase ntsc canitlietesigstende co entibcncintebeiar | scilkihineddts ii a oe 
Uninsured. .wuseeures . deposits... ............_.._..-....... _. $97, 647.438 
Number of depositors with deposits in excess of insured limit__---- 24 


Secured deposits in excess of insured limit....._...._.._-._._._.__._._._._. $92,658.88 
Ce eo dein nai deinsotheuinctgiiindyinnmeneneniel $593, 876. 41 
Disbursements by Federal Deposit Insurance C ‘orporation to protect 

depositors : 





Purchase price of assets (net) ....-_._--_--___ $216, 305. 23 
Advances for protection of assets_._......_._--_- $340. 72 
RI sash clinenen $13, 565. 44 
Su i lemchanmmabennnabaiie 230, 211. 39 


Corporation reimbursed in full for all disbursements. Excess assets and 
cash returned to bank. 


FARMERS & MERCHANTS STATE BANK, SPENCERVILLE, IND., AS OF JUNE 30, 1951 


Cause of bank’s difficulties : Shortage resulting from peculations by the cashier 
which was sufficient to wipe out the capital and surplus of the bank. 

Assuming bank: The Auburn State Bank, Auburn, Ind. 

Date of purchase of assets by Federal Deposit Insurance Corporation: October 
10, 1949. 


Total deposit liability.-.._.cu.._..___ ee a ah capt Aco ae hilew diane: a oo ae 


Ce TTT ee ie debeowewee cue. Que 2 
Number of depositors with deposits in excess of insured limit _____ 8 


Eee oe awtionmmaconenane _ $483, 584. 61 


Disbursements by Federal Deposit Insurance Corporation to protect 
depositors : 


Purchase price of assets (net) —-.__..____________ $420, 240. 85 
Advances for protection of assets_...__..__.._.___- $9, 147. 65 
Raeenseen Cee $36, 161. 76 
ne ee cc emecuineeen $465, 550. 26 
Total collections and recoveries on purchased assets___._.--___-__ $289, 476. 08 
ae Bes ne $176, 074.18 


1In order to reduce expenses, the local Bepitetien office was closed and $10,820.24 ap- 
praised value of assets was credited to the liquidation. Among the remaining assets yet 
to be liquidated are items in litigation totaling $457,083.09, which will alter the net result 
when finally determined. The loss as of June 30, 1951, is indicated on the books of the 
Corporation at $176,074.18. 
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WESTPHALIA STATE BANK, WESTPHALIA, MICH., AS OF JUNE 30, 1951 


Cause of bank’s difficulties: Defalcation of officer which was sufficient to wipe 
out the capital and surplus of the bank. 

Assuming bank: Maynard-Allen State Bank, Portland, Mich. 

Date of purchase of assets by Federal Deposit Insurance Corporation: April 


8, 1950. 

Cee een ee nnn ee ia murnsiniein sic wie asennad $1, 128, 722. 82 
Unineured uneecored deposits... $170, 269. 30 
Number of depositors with deposits in excess of faared limit____ 83 
Secured deposits in excess‘of insured limit --_........__-..___ $15, 000. 00 
Sens SROs es ee A ae a $943, 453. 52 


Disbursements by Federal Deposit Insurance Corporation to pro- 
tect depositors : 


Purchase price of assets (net)_..__._______-- $961, 533. 01 
Advances for protection of assets..._.___._.._-~-_ $296. 85 
pe a SE Na cE ai kes 5 ein pea ee $36, 525. 05 
Total disbursements______________ ee $998, 354. 91 7 
Total collections and recoveries on purchased assets___-____-- ~~ 653, 764. 95 
Anpament of Joon tontimaten *) oe eine $344, 589. 96 


‘In order to reduce expenses, the local liquidation office was closed and $76,389.59 ap- 
praised value of assets was credited to the liquidation. Among the remaining assets yet 
to be liquidated are items in litigation totaling $221,659.77, which will alter the net result 
when finally determined. The loss as of June 30, 1951, is indicated on the books of the 
Corporation at $344,589.96. 


BANK OF AURORA, AURORA, N. C., AS OF JUNE 30, 1951 





Cause of bank’s difficulties : Neglect of duties by cashier and defalcation which 
wiped out the bank’s capital structure. 

Assuming bank: Guaranty Bank & Trust Co., Greenville, N. C. 

Date of purchase of assets by Federal Deposit Insurance Corporation: July 
24, 1950. 








Cease aE RT aia in eis ieee hres $1, 173, 015. 46 
Uninsured unsecured deposits... =... --_-- ~~... $42, 141, 29 
Number of depositors with deposits in excess of insured limit__ ~~ 18 
Secured deposits in excess of insured limit.___.--.____..__-_----- $58, 056. 70 






mpured HOON R i lic ee i as ate ~~ $1072, 817. 47 





Disbursements by Federal Desposit Insurance Corporation to pro- 
tect depositors : 
Purchase price of assets (net) ---_-.___----_--- $931, 697. - 


Advances for protection of assets____.__-__-_-_- Fa 455. 3 
Laatienion “exmeneeg _. $30,140. » 













Teeth: Ci 6s di os awn ining ie ae ba $963, 293. 17 


Total collections and recoveries on purchased assets_........--- $503, 845, 31 
Estimated additional recovery on purchased assets___.-.-.-_--- $409, 447. 86 
POORER, OT SINE $50, 000. 00 












THE FARMERS FIRST NATIONAL BANK OF MINOOKA, MINOOKA, ILL, AS OF JUNE.30, 1951 

















Cause of bank’s difficulties: Defaleation of cashier which was sufficient to wipe 
out the capital and surplus of the bank. Suicide. 

Assuming bank: The First National Bank of Joliet, Joliet, TM. 

Date of purchase of assets by Federal Deposit Insurance Corporation: August 
14, 1950. 


‘Rotel depeel’: Nao ity eo ooo i is ahi cts tiedins sion 

ee EBS SMES ALU IEE TGC MRE ES. BESS. $466, 270. 48 
Number of depositors with deposits in excess of insured limit____ 40 
UO TNT eda iene tae $938, 165. 65 

















Ce ate ce re 
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Disbursements by Federal Deposit Insurance Corporation to pro- 
tect depositors : 


Purchase price of assets (net) -._._....-_-_-_--_- 248, 788. 02 
Advances for protection of assets__._._..___.--~- $131. 20 
Maguicetion eupemeese cc. $15, 233. 70 





pas $264, 152. 92 





Total collections and recoveries on purchased assets___.-~-~~-~- _ $217,727.97 
Estimated additional regoveries on purchased assets_____.____~- $36, 424. 95 
5 ES OES SS Ae SO $10, 000. 00 


FIRST NATIONAL BANK IN CECIL, CECIL, PA., AS OF JUNE 30, 1951 


Cause of bank’s difficulties : Defalcation of officer which wiped out the capital 
and surplus of the bank. Suicide. 

Assuming bank: The First National Bank, McDonald, Pa. 

Date of purchase of assets by Federal Deposit. Insurance Corporation: Oc- 
tober 9, 1950. 


pS SL a | a) 


ns ee erent $278, 407. 59 
Number of depositors with deposits in excess of insured limit ___ 5 
Secured deposits in excess of insured limit......._._.__..________- $5, 000. 00 
EE NO ES ee $1, 657, 724. 64 


Disbursements by Federal Deposit Insurance Corporation to 
protect depositors : 


Purchase price of assets.__.___....._.._-__--~- $1, 830, 113. 63 
Advances for protection of assets__..._...__- $1, 664. 60 
ea eee $63, 352. 07 
a ieee seein _...._.. $1, 895, 130. 30 


Total collections and recoveries on purchased assets____~ acess ie 
Estimated additional recovery on purchased assets__ 
Amount of reserve for loss * 


= $452, 723. 98 
bederaiaiabedl $242, 406. 32 
Pen tt ae aatmainns Wg ae eee ee 


1 Developments since June 30, 1951, indicate recoveries substantially in excess of this 
estimate and the reserve fur loss will be decreased by these additional recoveries. 


BRAZEAU BANK, BRAZEAU, MO., AS OF JUNE 30, 1951 


Cause of bank’s difficulties: Uneconomic unit and check kiting operation that 
resulted in insolvency of the bank. 

Assuming bank: Bank of Perryville, Perryville, Mo. 

Date of purchase of assets by Federal Deposit Insurance Corporation: Janu- 
ary 22, 1951. 


III I ic css Canin esc cbncttnsienapedenm ped nat odie ej aktanio sess ecaicoe $148, 429. 20 
IPN i ieee ssw iRiginecenipiesbesealinrobtar ena sieneiss None 
Number of depositors with deposits in excess of insured limit______ None 
BI eI ictal cicero re to cisies Qiacabens enna tepintdichasccbesiplbowinnedecteeceresuscnieninh $148, 429. 20 


Disbursements by Federal Deposit Insurance Corporation to protect 
depositors : 


Purchase price of assets (net) .._----___-_-____ _. $63, 128. 75 
Advances for protection of assets_._._......_..._-_- $12. 00 
IITA: MR i $6, 567. 59 
| pc asewens : $69, 708. 3 
Total collections and recoveries on purchased assets ~___- $63, 357.17 
Amount of oes (estimated ©) 2.3. $6, 351. 17 


1In order to reduce expenses, the local liquidation office was closed and $2,949 appraised 
value of assets was credited to the liquidation. Among the remaining assets yet to be 
liquidated are items such as those in litigation which will alter the net result when 
finally determined. The loss as of June 30, 1951, is indicated on the books of the Corpora 
tion at $6,351.17. 
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THE PARNASSUS NATIONAL BANK, NEW KENSINGTON, PA., AS OF AUGUST 31, 1951 


Cause of bank’s difficulties: Shortage resulting from defaleation by presi- 
dent which seriously impaired the capital structure of the bank. 

Assuming bank: Mellon National Bank & Trust Co., Pittsburgh, Pa. 

Date of purchase of assets by Federal Deposit Insurance Corporation: August 
27, 1951. 


SSSI = IIE, — CO teen Chatieieniestmie wai $3, 266, 885. 49 
Uninsured unsecured deposits $87, 218. 99 
Number of depositors with deposits in excess okineured limit__ 27 
Secured deposits in excess of insured limit $217, 849. 22 
Insured deposits 
Disbursements by Federal. Deposit Insurance Corporation to 
protect depositors: Purchase price of assets $1, 817, 415. 93 
Total collections and recoveries on purchased assets $39, 192. 70 
Estimated additional recovery on purchased assets 
Amount of reserve for loss * $606, 000. 00 
1In accordance with the Corporation’s polic cy approximately one-third of amount of pur- 


chase price of assets is automatically established as a reserve for loss at the ineeption of 
each asset purchase liquidation. 


(Whereupon, at 5:30 p. m., the subcommittee recessed, to recon- 
vene at the call of the Chair.) 


x 








